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Dear Mr. Chrétien: 


In your letter of September 16, 1976 you requested 
the, Textile and Clothing Board to undertake an inquiry regar- 
ding the effects of imports of certain items of clothing upon 
Canadian production and employment. 


We proceeded with this inquiry, giving you an interim 
report on November 8, 1976 and now submit our final report to 
you. The report is supplemented by appendices and contains 
our comments, conclusions and recommendations. 


The Board would be pleased to meet with you at your 
convenience should you wish any additional information or 
explanation. 


Yours sincerely, 


Wie) 


Member 


Ottawa, Canada 
K1A OH5 


(613) 996-6993 


Digitized by the Internet Archive 
in 2023 with funding trom 
University of Toronto 
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PREFACE 


In 1662 the textile industry in England was depressed. A Royal 
Commission was appointed to inquire into the matter, and the 
twelve commissioners concluded that the English veople were 
wearing too many foreign-manufactured goods and too few clothes 
MaAdenOL domestic cloth. 


Prior to their independence, the New England colonies experi- 
enced, mumenous <dactiiculties in their textile and, clothing in= 
dustries; under pressure, however, the industry made dramatic 
PiECdcess an. teCcinOLlogy, DLOdUCtLLVEtyY, and adaptabiia ty ~inicon= 
Doatm tin; Satuat1 ons...» Let, ..codays (wit. a iLarge=and technolegi:— 
cally competent industry, United States garment manufacturers, 
WHOmMenjOY Special protection from.disrcuptive Lmports,, are-ex= 
Prmescino, Purther, concern” over SLoreigh. 1mpOLrts, particularly 
those from low-cost countries. 


Cievanuary 20, 1938, sa Royal Commission on the Textile Indus eny, 
in Canada submitted its report to the government. While the 
commissioners dealt mainly with labour problems, they also 
reported on such matters as dumping, valuation for duty and 
Poielives, “and, stated: 


Whatever may be the expectation or the hope of others, 
those engaged in the industry assert quite confidently 
that. they need -= they hope tor-—~alcontinuing polrey 
of protection in order to”~remain in’ business. 


the wvuilnerabvlaty ofa country like Canada- to: suddéen’andsharp 
increases in imports which cause or threaten to cause serious 
damage to domestic production and employment, has been acknow- 
ledged internationally and is recognized formally in the 
General Agreement on Tariffs and Trade (the GATT) and the 
Arrangement Regarding International Trade in Textiles (ITA). 


These instruments contain safeguard provisions which can be 
invoked by the signatories to prevent or remedy injury from 
such imports. 


Since the late 1950's, Canadian textile and clothing manufact- 
urers have sought assistance from the government in the form 
of protection from injurious imports. While the government 
responded through the ad hoc use of internationally accepted 
safeguards, bt was not until 1970 that Canada had a toma 
Textile Policy which was designed inter alia to deal with such 
requests for assistance. While the 1970 policy has certainly 
helped, the imports continue to increase. 


On September 16, 1976, the Honourable Jean Chrétien addressed 
a letter to the Chairman of the Textile and Clothing Board in 
which he stated: 


I have received representations to the effect that a 
number of apparel items are being imported under such 
conditions as to cause or threaten serious injury to 
Canadian production of like or directly competitive 
pLeducits. 


Accordingly, I hereby request the Board... to undertake 
an inquiry. 


The products were listed and included nearly all the major 
items of clothing worn by men, women, and children, which had 
not been examined by the Board. 


This Report is in response to the Honourable Minister's 
request... This inquiry is by far the largest undertaken by 

the Textile and Clothing. Board since its creation in 1970. 
Hitherto, Board inquiries have normally dealt with either 
individual items or closely associated groups of items, where- 
as the current inquiry has encompassed almost all apparel worn 
by Canadians. 


The Board decided to begin its task with a series of informal 
interviews, by forming three teams which covered Canada from 
British Columbia to Nova Scotia, gathering background data 
during October and November 1976. The Board and its officers 
spoke with officials from the Federal government, and from 

the Provincial governments of Quebec, Ontario, Nova Scotia 

and Manitoba, all of whom were directly concerned with the 
clothing industry. They also met with consultants and indepen- 
dent agencies interested in the business conditions in Canada, 
and they interviewed senior management from many of the largest 
manufacturing companies of the industry as well as executive 
members from the trade associations. The Board heard a broad 


i: 


renders OR Opn LonerancepaLtacipated in many 1ntormative discus-— 
sions, and is grateful to all who talked with the teams about 
the objectives of the inquiry. 


In November 1976, the industry urgently requested the Board to 
recommend interim measures of protection against imports of 
clothing, and backed its request with statistical data which 
indicated that the increase in imports was becoming a most 
serious and imminent threat to the industry. The government, 
after receiving recommendations from the Board, imposed a 
gl6ébal, quota, restricting: i1mports*in 1977, tothe 1975 levels 
aS an interim measure pending the Board's final report. 


Subsequently, the Board held formal hearings in six major 
cities, beginning January 10, 1977, in Montreal and ending 
February 9 in Ottawa. The hearings were well-attended; all 
groups interested in clothing -- the manufacturers, the 
workers, the suppliers, the importers, the retailers, and the 
consumers -- appeared before the Board. 


As a result of the broad range of views presented, this report 
necessarily includes consideration of the primary sector as 
supplier to the clothing manufacturers, as well as the re- 
tailers who are the ciothing industry‘s customers, and the 
consumers as users of the industry's products. The Board also 
considered the role of the traditional importer as wholesaler 
in the distribution chain, while noting that retailers have 
increasingly become importers -- even some of the smaller 
DOuULtaue- Owners, DOarccicularly in the high fashion area... iIn- 
deed, some manufacturers themselves have become importers to 
broaden their lines, to average costs, and in some cases, to 
phase out Canadian manufacturing operations. The Board there- 
EOLemueluetiat. tke Should takes 1ntocaccount all the various, 
sometimes conflicting, interests so that the Minister might 
receive a comprehensive report. 


The Board wishes to acknowledge the assistance of many people; 
the report would not have been possible at all without the 
co-operation and good will which has prevailed on all sides 
throughout the inquiry. The Board thanks all those who took 
the time to prepare and submit briefs, and to appear before 
the Board. It wishes to acknowledge the assistance of offi- 
cials from the Department of Industry, Trade and Commerce, 
Statistics Canada, and the provincial governments of Quebec, 
Oiearlo, Manitoba and NOvasscotuaw, The Board ts goon rculamly 
grateful to the executive officers of the Apparel Manufact- 
urers' Institute of Quebec, the Apparel Manufacturers' 
ASsOciation .ouceOntario,. the Manitoba FRashion finséi tute, <the 
British Columbia Fashion and Needle Trade Association, the 
Retail Council -of .Canada, the Canadian Textiles Institute, the 


a Pa 


Canadian Textile Importers' Association, the Canadian Impor- 
ters' Association, the Consumers' Association of Canada, and 
all other organizations and individuals who participated in 
the interviews and hearings. 


Finally, the Chairman wishes to express appreciation to the 
Board members and staff, not only to the permanent staff 
members but also all those on loan from other departments of 
the government, and those temporarily enlisted for this task. 


One final word remains to be said in preface. During the 
course of this inquiry, the Minister asked the Board to create 
a High Fashion and Specialty Apparel Committee to examine the 
applications of importers who wished additional import permits 
for goods they considered to be high fashion or specialty items. 
Such a committee was formed, and during the course of the 


inquiry, until early in March 1977, the work of the Board included 
this demanding assignment. The Chairman wishes to express sincere 


gratitude to the members of the Committee and staff who carried 
out these duties in addition to their normal responsibilities 


relating: to the tnquiry. 
CHATRMAN. 


1 Encyclopedia of Textiles, American Fabrics Magazine 
Prentice-Hall ines pecnd edz. 1972s om Led 

2 “Encyclopedia, ofr Textiles: Chaneey 7. a escoly: 
DD. Pua.6— 132 

3 Report of the Royal Commission on the Textile Industry 
eter SI 

4 Letter from the Hon. Jean ‘Chrétien, dated* Sept.) 4 Gye1 776 
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SUMMARY OF OBSERVATIONS AND CONCLUSIONS 


INTRODUCTION The following paragraphs will be a summary of 
the major observations and conclusions of the Board in its 
Perio coy aiouaGy tNtOmtie Guestion, OLS In j}ULyY In the. clorcning 
categories listed hereunder, due to the impact of imports. 
The reader will find greater detail and broader discussions 
of the subject matter in each of the chapters I to X. 


As stated in the preface, during the course of the inquiry the 
Board heard representations from all sectors of the clothing 
industry, and participated in discussions with knowledgeable 
academics, recognized researchers, and many federal and pro- 
vincial government officials. The following chapters are an 
analysis and discussion of the clothing industry: the sup- 
pliers, manufacturers, unions, primary industry, retailers, 
traditional importers and the consumers. 


In arriving at its conclusions, from which the recommendations 
follow, the Board had to balance the welfare of all sectors 

of the clothing industry. The’ Board has concluded that there 
is need for a stable and more certain market-place, and that 
Canadian manufacturers especially require this stability for 
planning and growth. At the same time, there is a definite 
need for certain imported apparel in the Canadian market, to 
provide the full variety of goods and the complete range of 
price required by the consumer. Since the interests of the 
importing community, the consumer and the retailer coincide in 
the desire for imported apparel, the Board's conclusions and 
recommendations do provide the opportunity of satisfying these 
sectors of the community. At the same time the recommendations 
provide protection to the manufacturers from the threat of in- 
pUayeond trom continual market disruption. 


IMPORTERS The traditional apparel importers, as represented 

by the Canadian Textile Importers® Association, expressed 
synipathy with the plight of the (Canadian textile manutacturers 
and agreed in principle with measures of restraint when neces-— 
sary, for short periods of time, to allow adjustments in ticse 
cases where serious injury has been caused or threatened. 

They have expressed their basic philosophy as a belief in free- 
dom of trade, with as few restraints as possible. 


The traditional importers provide a service to the business 
community as wholesalers in the distribution chain, particular- 
ly for those retailers who cannot themselves go abroad to 
select the variety of goods they need. Importers also provide 
a service to the consumer who has a small clothing budget, 
since their traditional sources are low-cost countries. The 
members of the Canadian Textile Importers' Association have 
stated to the Board that it is necessary for them to have 
growth each year in the imports permitted, and have suggested 
an annual growth rate of 10 percent. They have stated that 
Since costs in Canada are constantly rising, unless more quota 
is permitted to them they will have to raise their unit prices 
in order to cover costs. The only other alternative is great- 
er volume in order to maintain their necessary income. All 
those who import want to be able to shop world-wide, and 
further ask that any necessary quotas be controlled by Canada. 


Importers generally deplored the sudden imposition of the 

quota of November 1976, and claimed they experienced injury 

from it. They appealed to the Board to recommend to the govern- 
ment that if quotas are to be part of the Canadian market in 

the future, then advance notice should be given to them. They 
place their orders from nine months to a year in advance of 
delivery date for the season in which the goods will be sold. 


RETAILERS Many retailers, generally the largest ones, are also 
importers. The large chain and department stores import a 

wide spectrum of garments, and together they control a major 
share of the consumer market. Retailers claim they must pro- 
vide a wide range of products and prices for their customers, 
and turn to imports 'to satisfy consumer demand'. Like the 
traditional importers, retailers plan their purchases abroad 

at least nine months to a year in advance, and hence ask for 
sufficient lead time when restraint measures are to be announ- 
ced by government. 


Other reasons given by retailers for purchasing abroad inclu- 
ded their desire for a wider variety and exclusivity of 
fabric and style. Retailers presented information to the 
Board of a curious 'label syndrome' among Canadian consumers. 
To many consumers, the retailers claimed, a foreign label is 


more highly valued than a Canadian label on goods of comparable 
Giwality and prices 


The Board noted that several of the larger retailers work clo- 
sely with Canadian suppliers to achieve a good representative 
Maxture of Canadian and imported. goods, to. satisfy all.tastes 
and pocketbooks. 


High fashion importers (mostly but not exclusively retailers) 
claimed imports are necessary. They contend their imported 
Garments are not, and could not be, manufactured in Canada, 
MUG SLOMmeLy VG ,raesucgny,= exc Lusivity of fabric, ethnac. origin. and 
high quality of manufacture associated with specific brand 
names. They claimed Canadian consumers demand this special 
type of imported goods, and if these items were not available 
in Canada, the consumers would go abroad to obtain them in any 
case. Most high fashion wear comes from European houses with 
recognized names, although some imports of this type do come 
from the United States, and the Far East. 


The Board was presented with the fact that Canadian designers 
and manufacturers have a well-developed fashion industry. 

High fashion and high quality garments are produced in Canada, 
although they represent a small percentage of the total market, 
in price brackets which compare with offshore goods. The 
designers responded to the retailers' claims that they had to 
import such garments, by arguing that retailers do not promote 
Canadian goods as energetically as they do imported goods. 


Dieseeare weoncludes phat <centainslmports are necessary. to pLo- 
vide Pies wide svariety sof garments, demanded by EheiCanadvan con 
Sumers. 


Theppoacdehas.also concluded that there, must be more eLECCtive 
manufacturer-retailer co-operation in a labelling program which 
Will onemote the sale of Canadian garments and sindieate to 


Canadian consumers the recognized Standard of quality of Canad- 


lan goods. 


CONSUMERS The Board recognizes the need to provide the Canad- 
lan consumer clothing at prices which are within the reach 
Comcieelevel Slot .Income.. a in thas regard, sat east 45 percent 
of garments consumed in Canada are imported, primarily from 

the major low-cost suppliers. Spokesmen for the consumer have 
expressed the fear that certainty in the marketplace, if 
achieved through restraint measures, will limit the competitive- 
ness of the industry. The Board observes, however, that com- 
petitions. keen, and, that, from an,analysis Of *the pricing 
data, the Board knows this industry uses a very sharp pencil in 
GectiugwitSapnoducts,to GcetaLlers who, mave-the alternative of 


purchasing from foreign producers and numerous domestic 
sources. Information in Chapter .X aindicates thatwitne —pruced 
of clothing have not dramaticatlly increased ovems thertase 

few years.’ "In* fact) privcetindwces- shows ciate chemeocemon 
clothing has increased at a slower rate than other basic 
commodities. The Board received no evidence that the Canad- 
lan consumer is any worse off, relative to his income, than 
wage earners in other western countries, especially consider- 
ing the“wide\range’.of products available: 


The Board concludes that within current restraint measures, 
there 1s still a large percentage of garments available from 
low-cost countries, and the recommendations which follow will 
provide” for the continvationsorethis. situation Mine tacuaatic 
price spread in the retail apparel market is considerable, and 
the variety of merchandise available in Canada should be suffi- 
cient to serve all tastes and budgets. The Board concludes 

that all groups concerned with clothing - manufacturers, import- 
ers, and retailers alike - should share a responsibility to the 
consumer to ensure an adequate choice of low-cost goods within 


any quota system. 


MANUFACTURERS While there are approximately 100,000 jobs in 
the "clothing manufacturing industry, with the qreatest percent 
age in the province of Quebec, nevertheless this is a national 
problem, and it is in the national interest that assistance 
should be offered to this industry. There are sizeable numbers 
of jobs in the provinces of Ontario, Manitoba and British 
Columbia, but there are manufacturers of considerable size in 
the other provinces. This is one of the largest industrial 
sectors within the Canadian economy. The industry is located 
not only in large cities but in many smaller communities which 
depend upon it for jobs which would otherwise not exist. While 
this industry -has large: capital investment, 1t 1s highly taboum- 
intensive, and thus provides many job opportunities. The 
removal or lessening of restraints would not be an appealing 
alternative. It would mean the loss of employment for many 
Canadians, loss of skills and possible moves by threatened 
companies to more favourable economic climates. Normal tariff 
protection does not seem to be adequate and there is no obvious 
alternative for the labour force. 


The Board feels the problem of displaced labour would be diffi- 
cult to solve. Some have argued that the workers could be 
absorbed into the 'higher skilled' industries, but no one 

could point to any specific industry which would be ready and 
willing to receive such displaced labour; or indeed if any 

such industry were contemplated in the communities which are 
primarily or totally dependent upon the textile and clothing 
manufacture. It was suggested that re-location would be neces- 


sary if employment opportunities exist beyond the communi- 

Pres OL .the unemployed. But relocation would be difficult 

Since a large percentage of these workers are second family 
wage earners, and are not mobile. 


The apparel industry is also important because of the multi- 
plier effect. It provides the market for the supply indus- 
tries which depend upon it, such as manufacturers of buttons, 
LicedG, 422 ppers, packaging and, transportation. But of major 
importance is the market it provides for the primary textile 
industry, principally yarns and fabrics. Approximately 45 
percent of the output of the primary textile industry is used 
by the clothing manufacturers and without this market, the 
primary sector would be in grave difficulties. 


The Board feels further, that the Canadian public needs the 
assurance of a supply of clothing from Canadian sources, with- 
out drifting into dependence upon foreign sources for such a 
basic commodity. 


Consequently, the Board has concluded that the clothing manu- 
facturing industry does have a strong manufacturing capability, 
and that Canada needs such a viable apparel industry. This 
Budiey emo Oo CeONgNCOntt touLOr sto the national veconomy —byiiene 


bLOViston Otenanyil jobs; directly fandiindirectly, wandmtor these 
reasons the Board concludes the industry 1s worthy of protec- 


Pienwacgainsct lie (threat ot Mow cos tUnimpor ts ifromawhatever 
source. 


A principal problem facing domestic manufacturers is the size 
Op tne market tor clothing in Canada’... Lt is) ismallan-comparia— 
son with the European or United States market, but despite 
this fact, the Canadian consumer demands the same wide range 
of style that is available in those markets. Consequently, 
the manufacturer is called upon to produce a wide variety of 
garments to satisfy these consumer demands, but different 
style production runs are short. This requirement of variety 
obviously adds to overall costs, but seems to be inevitable. 
The Board feels there are at least several answers to this pro- 
blem: one solution would be more exports; another would be 
fewer manufacturers making the same product, to allow longer 
production runs to those manufacturers producing a particular 
commodity. A third alternative would be the rationalization 
of production, which has been used successfully by some Cana- 
dian manufacturers who import a proportion of their products 
to complement their Canadian production. 


The Board found that some manufacturers are themselves sub- 
Stantial importers. They reportedly import in order to broaden 
commodity lines, to reduce average costs, and some import as 
part of a program to move gradually from manufacturing to 


importing, which they maintain is less onerous. Some of the 
most successful manufacturers import product lines in order to 
complement domestic production, as mentioned above. By doing 
so, they lower average costs, and increase their total sales, 
and thus, they claim, imports have actually contributed to 
Canadian output. 


Another consideration is that all imports have enjoyed a much 
larger share of the Canadian market than is normally the case 
in most other western countries, notably the United States. 


While the Board agrees that importers and retailers need more 
lead time when quota changes are being made, for they require 
certainty in the market-place as well as the manufacturers, 


the Board has concluded that imports are more than ‘filling 


the gap';imports have taken over a substantial percentage of 
the domestic market, and thus special measures of protection 


will have to be retained. 


Another concern is trans-shipment and re-labelling practices, 
which the industry believes are prevalent as indicated in 
Chapter V, but°which are drifrcult to: prove .)7ine Boardy has 
concluded that due to the anxiety with respect to possible 


trans=shipments,, .rée-Vabel bing, and (shritingvotsthe fthreat, 
statistical data must be provided by permit control to monitor 


countries whose imports are not restrained, and that country 
of origin must be checked by Customs authorities. 


Manufacturers face higher labour costs in Canada than in most 
other countries, which impairs their competitive position at 
home and in foreign markets. Manufacturers point out that 

the wage packet they pay also includes some items which are 
state-imposed, such as health insurance, unemployment insurance, 
the Canada pension, and other fringe benefits granted through 
labour contracts. They also incur the costs of training and 
re-training, due to high labour turnover rates. Various opin- 
10nS were expressed on the subject of the availability of 
labour. Some feel the clothing manufacturing industry will 
gradually be reduced in size over a period of time, because 
the type of labour normally used by the industry is gradually 
diminishing; others contest this position. Manufacturers and 
unions admit shortages in some particular skills, but state 
labour problems are being alleviated by training programs and 
new methods on the production lines. 


The Board concludes that the immigrant population provides a 
large pool of labour for garment producers in Montreal, Toronto 
and Winnipeg. There is in addition a great deal of labour 
available in smaller communities, who depend upon the textile 
and apparel industries for their livelihood or for a necessary 


second income. 


= 6 


The Board has observed that many manufacturers, with the assist- 
ance of the unions, provide training programs, either as part 

of their own endeavour, or in conjunction with educational 
institutions. Unfortunately, the Board found that even in 

areas of high unemployment, labour turnover was a problem to 
some manufacturers. The Board concludes that despite the rel- 
atively low wage structure, with current unemployment there 
Shoulda bemno Jackpot. Labourston most. occupationssin the Canad= 
Paneclothang industry. 


Most manufacturers face difficulties when trying to export, 
particularly to the United States. There are exceptions and 
some producers of quality goods have found a market abroad. 
However, generally speaking, higher unit costs make Canadian 
clothing less competitive in a market which increasingly in- 
cludes items from the same low-cost countries which are con- 
tributing to the problems in Canada. In addition, some Canad- 
ian manufacturers say they are discouraged in attempts to 
export to the United States - the natural export market for 
Canada - by the strict U.S. customs routines and tariff inter- 
pretations, especially the ‘ornamented' rule which raises the 
tariff considerably against them. The Board has concluded 
that this is an area of concern which should be examined by 
the officials of the Department of Industry, Trade and Com- 
merce, and the Board concludes further that a more vigorous 
export marketing program would assist those Canadian manu- 
maciuserssendedavouring (to jsell abroad. 


Yet another problem which manufacturers presented to the Board 
was the peculiar situation in which some fabrics, which they 
maintain they have to purchase abroad because they are not 
available in Canada, have a higher duty rate than some finished 
apparel. Manufacturers appealed to the Board that they en- 
counter difficulties enough in competing with imports, but 
that the high tariffs on their imported fabrics make their 
position even more difficult. It is certain, however, that 
any lowering of the fabric tariffs would not be met with 
favour by the Canadian fabric manufacturers who are themselves 
in keen competition with imports. 


This is a problem of which the Department of Finance is aware, 
but which is worthy of further consideration. The Board con- 
cludes that a drawback scheme similar to the one now in exist- 
ence for shirt fabrics should be studied to see if its applica- 


tion could be extended to imported fabrics not available in 


Canada. 


The Board received evidence of communication problems in the 
industry. Wholesalers and retailers claimed that certain pro- 


ducts are not available in Canada, when they are in fact avail- 
able, although perhaps not-=in the retailers ocatity aceenc 
price he desires. Because of the vast distances in this 
country, retailers (especially in western Canada) sometimes 
look south to the’ United: States, oriwese to thewPacrirc Ri, 
for supply sources, rather than to eastern Canada. On the 
other hand, with some exceptions, it did not appear to the 
Board that the apparel industry in eastern Canada was making 
sufficient effort to overcome these marketing problems. The 
Board therefore urges manufacturers to pursue a more vigorous 


marketing program Whi parts of the country remove from tie actuam 
manufacturing locales. 


As the inquiry progressed, the Board was pleased to see better 
communication between the manufacturers and retailers, more on 
an organization-to-organization basis than previously, where 
it was very much one-to-one. The interested parties all did 
meet, and prepared the joint submission to the Board attached 
as Appendix 9. 


The Board sees no reason why the interested parties who are 
Signatories to the joint submission should not proceed to 
create a Technical Committee, as proposed. Hopefully the 
recent meetings which resulted in this submission will lead to 
a continuation of an organized forum, for the ongoing exchange 
of views and reconciliation of opposing viewpoints, and will 
provide a body whose role is set forth in the submission. 


The Board endorses the proposal that a Technical Committee be 


established; in accordance with’ the joint submission in) Appen- 
dix and =concludessthat this body, mignt (provide anvertective 
system of co-operation between manufacturers, retailers, and 
IMpOPCEES 4 Lnitroningsout ‘some or the ‘conplaints whichaone 

roup vOlices against another. The Board anticipates that the 
new association will “provide the instrument .ot co-operation 
which willbe able to reconcile many of theie mutual problems 


prior to discussion with government agencies. . These matters 
should be settled between buyer and seller in accordance with 


good business practices, for communication between parties 
can prevent situations which can lead to unwelcomed government 
intervention. 


UNAVAILABILITY OF GOODS IN CANADA IN SPECIAL CASES Retailers, 
importers and manufacturers alike have advised the Board with 
respect to specific items in a category which may be under 
quota, including wearing apparel, fabric and yarns, that these 
items may not be obtainable from Canadian sources, or from 
countries not under quota. They claim the products are un- 
available because of the inability of Canadian industry to 
produce sufficient quantities to meet the demand, or because 


mere mManuracturers dO not produce a particular product at 
all for any number of reasons. These problems arise when 
Guota entitlement of an. importer is exhausted or his tradi- 
tional supplier has been unable to meet his demand. 


This poses an administrative problem when such a particular 
product may be within a general category under quota restraint. 
A Canadian entrepreneur, finding he cannot obtain what he wants 
from Canadian sources, argues that the quota should be admini- 
Serer with surticient tlexibility to ensure that ne yas ‘able to 
import, even if the quota limits have already been reached. 
Whether or not the entrepreneur's case is a valid one must be 
the subject of some investigation. Some of the cases which 
have been presented to the Board seem to be bona fide hardship, 
and cali for some flexibility in administrative practices, 
either by an amount being set aside for such unforeseen con- 
tingencies as a general rule when the quota is set, or by a 
recognition that when some specific items become temporarily 
unavailable from domestic sources permits to import limited 
allotments ex-quota should be granted in deserving individual 
cases. The Board cautions, however, that some cases presented 
as "hardship" through the alleged unavailability of an item, 
Pie oUuucouwe, CaseseOrmunaval lability ftromedomestwvc sources 

Gi wiewpri ce which suits the buyer. @This ws not’ “unavaiiabituty' 
although a check may indicate entrepreneurial attempts to in- 
crease prices on items under quota which make difficulties for 
the purchaser. These facts should be explored when such 
appeals are made. 


The Board concludes that some organized means are needed to meet 


Chas administrative problem. When the Board makes@its recom— ~~ 
fenadelonceto, Lic, Minister, they ret lece concern yior an an industry; 
individual company cases Ot hardsha 1 Oh A Opee Gb KS) ailsoew subsequent 


to the impo Chop enkelayen ane quota restraints, through business reasons, 
and should be considered by the Departmental administration. 


Vino AND ae RODUCTIVITY.OF THE INDUSTRY The Board observed 
that there is wide disagreement among all the interested people 
with whom the Board talked privately and publicly about the 
SubjeCclL Of the viability of the’ textile and clothing industry 

in Canada. The spectrum of opinion ranged from those who main- 
tained that the industry is necessary as a supplier of basic 
items to the population - and therefore worthy of government 
Support to the greatest: possible extent —- through to persons 

who felt that the industry is not now, and never will be, viable 
because of costs, market size, labour shortages, and other causes. 


some te. that the andustry should be left to find its own 


= 


level by economic and industrial forces, wrth the Nnelptoniyecs 
current tariff protection, anti-dumping laws and favailabii ie, 
of surtax when necessary. Some thought there should be a few 
commodities which Canada can 'make best’, on which manufact- 
urers should concentrate, leaving the oetner sroducte co 
importers, or to Canadian companies which would 'sink or swim’. 
(No one, however, could say what these particular commodities 
should be). Those who foresaw the industry undergoing a pro- 
found adjustment, if left to market forces, admitted that 
government would have to provide substantial assistance to 
both workers and companies over a period of time, to enable 
them to make the adjustment. The displaced labour which would 
result from some companies closing down would mean another 
difficult problem and no clear solutions were offered for it. 


The productivity of the manutacturing, Ssceror Nas mcen, vlcwo mo 
ject Ofamuch discussion. As indicated “me Chnapver 7 eine 
Board's observations in personal visits to many plants and in 
discussions, with company officials concerning thelr ~plaic, ore 
that most companies are striving to increase their productivity 
and some have made great strideS in that direction. Competi- 
tion is keen among manufacturers which is a goad to greater 
productivity. Larger companies are generally progressive, in- 
vesting as much capital as is possible, under current conditions 
in technological improvements. Some of the new equipment is as 
modern as any available in the world today (See Appendices 7 
ana oO). 


The unions also state they have confidence in their industry's 
productivity, and endorse the claim that the apparel industry 
can compete with western economies, even though Canada has 
higher wage rates and a smaller market. The unions do feel, 
as do the manufacturers, however, that they cannot compete 
against countries where wage rates are extremely low, general 
manufacturing: costs are low, and export incentives of one kind 
or another compensate the exporter for the prices he must 
charge to penetrate any particular market. 


Some manufacturers are producing quality goods under license 
from foreign houses, well-known internationally recognized 
name brand goods which have an appeal to Canadian consumers. 
This also contributes to the health of the Canadian manufactur- 
ing sector. The Board hopes that Canadian manufacturers can 
expand manufacturing under license, for there are products of 
many quality brand names presently being imported into Canada 
which are manufactured in countries other than the country of 
design. Domestic manufacturers should be able to produce 
more of this type of clothing for the domestic market, since 
garments now made here under license are rated second to none 
in quality by licensors who have licensed manufacturers in 
Other countries also. 


The Board has concluded, based on the evidence presented to it, 


that wthe ~clothin ng industry ins Canada 1spviable .and productive; 
Canada's soroduction ranks. highly in Comparison with quality 


garments from other developed countries. 


INDUSTRY PLANS The Board iS required to examine the plans of 
industry when industry requests government assistance. The 
Board's examination reveals that plans vary a great deal from 
company to company, depending upon size and circumstances 

(See Appendix 10). Most of the large companies showed the 
Board plans for increased capital expenditure, improved tech- 
nology, plant re-arrangement, new marketing practices, and the 
use of consultant services. In general, the whole picture in- 
Mica Ledma striving on the part’of the industry to maintain 2ts 
position in the Canadian market, as well as a strong effort by 


each individual company to keep its market share. Obviously, 
the larger companies with greater resources were able to show 
more sophisticated and comprehensive plans. Some of the small- 


er companies with a restricted cash flow, and attendant diffi- 
culties in raising money, were not able to provide such sophis- 
ticated plans, although every one examined was making some 
improvements. It is impossible for the Board to examine in- 
dividually the plans of some 2,000 companies and to pass judge- 
MenteOnmenei. Individual efiecti venessipnuinSthes-time wrame sot 
this s~repert. The, Board is satisfied with the: plans ofthe 
industry as a whole, which show a general trend of continued 
improvement in productivity to meet competition. 


tiem OocosconcludeswthaG this sindusthyis by sand, Barge, techno= 
i Olea Wivconee ben thi ismplanningsadequa telyaLosmeecthinters 
Datienail Comper utione ins thevymarketiiny Canada; and) is iworthy 


Oeics lpeout wagaingt. sintherpan juny from low;coshmimponts ein 
PiemcOardlcy VLews tawi Ll contmue  torimproveis tsr product myvuty: 
Uiveueascuranceretya Stablesmarket;. Chesweakemmanutacturers 


will suffer the consequences of domestic competition. 


All sectors of the industry were unanimous in their presenta- 
tions to the Board on two points: they desire stability in 

the marketplace, and they desire control of imports under 

quota to be administered by Canada. While not all sectors 

were philosophically in agreement with the need to impose 
quotas, nevertheless all were willing to accept quotas when 
necessary, provided that the authority for importation was con- 
PaO Leda Dy Canadas ~l Nea bOaLG. cells that, co .thesex tents that 


Guoias aire smposed,, if they. ares controled by Canadian authori— 
ieee ope. wl Contr bute mtor thers tabi lityeot, the wmarket—p lace. 


INJURY AND THREAT OF INJURY The major concern Of ‘manuraceusers 
ig the threat of injury from imports from low-cost countries. 
They are at a great disadvantage when in competition against 
low- priced imports. The manufacturers’ plight has been grave 
enough in the paststhat the Minister on Indusery, Trade and 
Commerce has imposed quotas on a number of items, and an- 
nounced global quotassonyNovember 29719 /6),yim absektOsemace 
control the - flow Of Amposets- (Some. individual Mmanwiacturers 
have also expressed anxiety about the future impact of imports 
from western economies as well). 


The Board has assessed various factors which must be taken into 
account when determining injury. The following chapters explain 
in detail the conditions: in’ thes€anaditansclVothing manutac turing 
industry, . and ithe, impact which competition from low-cost impor as 
has had upon the industry. The factors which the Board examined 
were man-hours worked, job losses, rising claims for unemploy- 
ment insurance, regional considerations and market disruption 
due to substantial increases in imports at prices which are 
generally below those of Canadian producers; other factors 
considered were domestic shipments and other relevant comvanvy 
datas concerns Of consumers Vand Canadas international Obit 
gations. In addition, a number of manufacturers have given 
Supplementary data;. Showing that the early part of 19/7 nas 

been moreqdi1fiicubt than the lastequartern,of£0l976;, «cue te, tie 
impact of buidt-up anventorves from bO/767underethe thwust soe 
imports, which is just now being felt. 


All these indicators taken together, considered and weighed in 
relationship to the problem at. hand Have led the Board to. con 
clude ChaCeelouiing.on thet Cypes COveredeti tnis inquiry have 
been imported into Canada from the sources identified in the 
recommendations which follow, at such peices, in tsucheouanen- 
ties, and under@such*cond 1 tionspiis wt cause | serious Pinsky eeeO 


protection;osuch imports would cause further serious im aupy ote 


eee 


Canadtanryprodiuction, whichhwould berdrm ieultstoirepaiia. 


RECOMMENDATIONS 


In formulating its recommendations, the Board was conscious 
Gf all .the factors which must be ‘considered, including con- 
sumer interest, concerns of manufacturers, unions, retailers 
and importers, and the provisions of the Textile and Cloth- 
MigebOaradsAct, Damiacularly Section 18. 


All sectors of the business community expressed a desire for 
certainty in the marketplace in order to plan effectively, 

and the Board, having found serious injury from a major grow- 
UieunetioOmcs win 976,) 2s Of the Opinion that to “achieve 
certainty and to ensure the continued health of the manufac- 
turing segment, certain restraint measures are necessary. 

The most direct approach is continuation of the present glo- 
bal arrangement, allowing each importer a quota based upon 

his performance in a base year, and providing a percentage 

of the total quota for unforeseen contingencies such as 
"hardship' cases. The arrangement provides the manufacturers, 
importers, retailers and consumers with the degree of certainty 
which will enable each group to plan and, hopefully, to benefit 
to the greatest extent possible from a stable market. fThis 
action has been taken of course, pursuant to Article XIX of 

the General Agreement on Tariffs and Trade which is the only 
international trade instrument which provides for such safe- 
guard measures. This is one option available to the Govern- 
ment which could provide the certainty desired. 


On the other hand, the Board is conscious of the problems the 
present program has occasioned, and the difficulties which 
LNLS LoOrm Of restraint has made for ‘Canada internationally. 
Article XIX was not intended aS a permanent means of control 
by the GATT members, but as an emergency measure to help a 
member country adjust to a domestic Situation. In any case, 
the manufacturers and unions in Canada both agree that their 
problem is imports from a relatively few so-called 'low-cost 
COUnErLEeS”" , 


The Board believes, however, there will be a continuing import 
Panredt, Warch i1s* a “moving "threat and ‘can’ shaft from country 
to country as restraints are negotiated or imposed country by 
country. This threat will surely be relentless, and will not 
diminish for the foreseeable future as long as entrepreneurs 
can move to unrestrained countries where labour is cheap. 
Under these conditions, the traditional restraint measures do 
not provide the stable market conditions which are necessary 
Boecamadd. § The process of ‘naming Individual products or cat— 
egories and splitting hairs on definitions has its weaknesses. 
Also, it is comparatively easy for an exporting entrepreneur 


to shift his base of operations, since the technology is mobile, 
to a country which has not been 'named'. Furthermore, naming 
countries encourages other countries to mount exvort drives 
suddenly in the same product group which is under restraint 
elsewhere. By the time new restraint action can be taken 
against the new source, Canadian industry would have suffered 
additional injury and the market will have been further dis- 
rupted.. Hence, the. '"cerntainty,.soughu by all sectors sor che 
industry is not readily provided by the application of the 
traditional restraint approach, unless it can be accompanied 
by a monitoring system which can be used in a pre-emptive way 
to act quickly when necessary. 


The Board therefore supports and recommends use of bilateral 
restraint arrangements on the condition that a statistical unit 
be organized and maintained, which will provide a continuing 
updated record of imports from all countries, and which will 
report to the Board monthly. Thus as a threat appears, faster 
action can be taken to recommend restraint measures where 
warranted, and to arrange agreements before damage occurs 
which would be difficult to repair. Furthermore, bilateral 
agreements should be for not less than three years' duration, 
and preferably for five years. A shorter duration will not 
permit the industry to plan effectively. 


If use of the bilateral approach is the choice of Government, 
rather than a continuation of the present global quota under 
Article XIX, the Canadian clothing industry itself must also 
have a larger input at the pre-discussion stages, prior to 
negotiations, than it has had. On the assumption that the 
bilateral approach will be taken, the following are the Board's 
recommendations. These have been divided into three main 
categories - 


Basic Recommendations 


Recommendations On Rules of Procedure 
To Implement The Basic Recommendations 


General Recommendations 


BASIC RECOMMENDATIONS 


iMerconcinue. the following items of fully and™‘partially man- 
WbacwuiLedsc kOciing..0n the, [mporl Control Jas tt: 


Toe lacs anc] lug ng jeans a slacks, —Siorces, 
overalls and coveralls 


Ze. Unstructured or. leisure suits 
3, Blouses and, ladies’ shirts 


4. Pyjamas and sleepwear 


De pekalncoats 

6. Sportswear, including dresses and co- 
ordinates 

7. Foundation garments 

8. Swimwear 

Se Underwear 

LO... TOp coats, overcoats and outerjackets, 


ineludingduLtle scoats, —subibban -coOats, 
and pant coats 


Lee Mens fine suits 
dd Leather coats 


13. Men's and boys' shirts 


14. Sweaters, cardigans and pullovers 

15. Outerwear garments commonly referred to 
as: 

as “snowsuits, snowmobile suits; ‘ski ;suits 
and ski pants 

b. jackets and vests, including parkas and 


ski jackets which have an outer shell 
manufactured substantially from woven 
fabrics and which are lined and designed 
to protect the wearer against cold or 
inclement weather 


Conclude bilateral arrangements with the following sources 
for a five year period. The specific clothing items, 
whether fully or partially manufactured, to be negotiated 
with the individual suppliers listed below, are identified 
by Control Number in Appendix ll. 


Argentina Mexico 
Bi azar Morocco 
China, People's Republic of Pakistan 
Colombia Philivvoines 
Czechoslovakia Poland 
Hong Kong Puerto Rico 
India Romania 
Korea, Democratic People's Singapore 
Republic of 

Taiwan 
Korea, Republic of 

Uruguay 
Macao 
Malaysia 


Set the level of quota under the bilateral arrangements 
for each of the categories of garments in Control Numbers 
J coas einclhusive, sand Controdm Number 49 Wao ect 10 tile 
exclusions in Recommendation 5), for the first year of the 
arrangements, at the greater of the level of imports from 
the respective countries during the calendar year 1975 or 
the level of imports of such garments from such countries 
in the calendar year 1977. 


Set the level of quota under the bilateral arrangements for 
outerwear, Control Number 32, for.the first year of the 
arrangements at a quantity not greater than the number of 
units of such garments imported from such countries in the 
Calendar ryear 1977; 


Exclude the garments described below from Control Number 49 
and assigned a new number on the Import Control List: 


Shirts, men's “and boys"; dress, work and soorte, 
made from woven or knitted fabric, with tailored 
collar, front (opening Vand =longuor Ssnorteslceves. 


50). 


Bet tne Level’ of the quotas for the first year of ‘the 
bilateral arrangements for the following garments at the 
level o£ imports-of- such garments in the calendar year 

iota, serom= the respective countries: included in Appendix 11: 


Gre ois amen ws. ana DOYS, dress)” work and 
sport, made from woven or knitted fabric, 
Wicietadlorede collar. front opening sand 
long or short sleeves. 


b. Sweaters, cardigans and pullovers, :iden- 
tified as Control Number 50. 


These categories of clothing were under restraint prior to 
the imposition of the global quotas announced on November 
29, 1976. Notwithstanding the recommendation to limit 
imports of these items from specific countries, preferably 
through the use of bilateral arrangements, overall sur- 
veillance of imports must be maintained. Global restraints 
under Article XIX should be re-imposed forthwith if in the 
fivst year Or the bilateral arrangements, or in -any-sub= 
sequent year, the total quantity of either of the categories 
OL GlOthing described in (a) or (bb) above, imported £rom 
all countries (those with which bilateral arrangements have 
been negotiated and all others) exceed the total number of 
such garments imported in the calendar year 1977 in the 


case of the first year, or in the case of the subsequent years 


exceed the level of imports in 1977 increased by the growth 


judged to be appropriate under the provisions of Recommendation 


Number 8. 


Subject to Recommendation Number 8, limit growth in the 
levels of quotas in the second and each of tye subsequent 
years of the arrangements to sharing with the Canadian 
manufacturers, on a pro-rata basis, the actual growth in the 
Canadian market. 


Provide minimum positive growth not to exceed 1 percent in 
the second and each of the subsequent years of the arrange- 
ments with respect to sweaters, cardigans and pullovers; 
outerwear; and men's and boys' tailored shirts. 


Withdraw the benefits of the General Preferential Tariff 
with respect to imports of leather garments from any country. 


Exclude bona-fide hand-made cottage industry garments made 
from handloom fabrics in developing countries from the 
provisions of import quotas, with the proviso that such 
imports are on a strictly controlled basis in accordance 
with internationally acceptable criteria. 


she 


Ze 


lo 


14. 


tA 


Or. 


LAS 


A Nigs ter 
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RECOMMENDATIONS ON RULES OF PROCEDURE 
TO IMPLEMENT THE BASIC RECOMMENDATIONS 


The global quota measure announced by the Minister of 
Industry, Trade and Commerce on November 29, 1976, 
should remain in place at least until June 30, 1978. 


The bilateral arrangements should become effective 
universally on dudy oh eo ie. 


Should it not be possible to conclude arrangements with 
aii countries, by duly 1, 19:78), thevyeshnoulescome into 
effect universally on such subsequent date as may be 
prescribed by the Minister of Industry, Trade and Commerce. 


Should the effective date of any of the arrangements ne- 
gotiated be subsequent to July 1, 1978, the global quota 
measure should be extended beyond June 30, 1978, and be 
terminated on the effective date of the arrangements with 
add. VEOuUnN CELES:. 


A formal review of the effects of the restraint measures 
should be conducted by the Textile and Clothing Board in 
the fourth year of the bilateral arrangements. 


The bilateral arrangements concluded should provide for 
the orderly export to Canada of the goods specified therein. 


Subject to Recommendation 18, the bilateral arrangements 
Should provide for the issuance of permits to importers 
by Canadian authorities based on their historical import 
performance in respect to the country with whom the 
arrangement is negotiated. 


In the case of shirts, as defined in Recommendation 5, 

the bilateral arrangements should provide for the issuance 
of permits by Canadian authorities to importers based on 
their historical performance in respect to the country with 
whom the arrangement iS negotiated, such permits to be 
allocated on the basis of one quarter of their entitlement 
each’ 3 months. 


The bilateral arrangements should include provision for 
'swing' between garment categories and for ‘carry forward' 
aNGL Garryover? = in accordance with anternationa lly recoq— 
nized standards; these provisions, however, shall not apply 
to sweaters, cardigans and pullovers; outerwear; and men's 
and, boys!” ta1Jored shinies, prior royce ~founen year 1Ol. cia 
arrangement except in those instances where any unutilized 
quota in these three categories is used to 'swing' into 


other categories in accordance with the 'swing' provisions. 


With reference to Recommendations 11 and 14, the level of 
MLeMiguotar 0 wappLy. gn: the ipenvod, from January, 1, 1978 to 
wince 05-948 Should ber ne greaten than, one—halt: the 
quantity for which permits will have been issued for im- 
portations in 1977 in accordance with the announcement 

of November 29, 1976, and Subsequent announcements, regard- 
ing the global quota measures. In the event the effec- 
tive date of the bilateral arrangements is to be other than, 
ange SubSequens. to: July, 19738,- the: Level of the’ global 
Guten OucalDilyeacduring the period subsequent to July 2, 

1978 will be a level based on that percentage of the annual 
level which reflects that portion of the calendar year from 
July 1, 1978 to the effective date of the arrangements. 


On and after the effective date of the bilateral arrange- 
ments, permits should be issued freely, until otherwise 
specified, to importers of each of the categories of cloth- 
ing specified in Recommendation 1 from individual countries 
other than those with whom bilateral arrangements have been 
recommended. 


Pursuant to Recommendation 21 importers should be required 
to apply for permits within 30 days after the date of the 
contract for which the permit is being requested; the per- 
mits should specify the category of clothing for which they 
are being issued and should identify the country from which 
the goods are being imported. 


Should it appear that, as a result of permits issued in 
accordance with Recommendation 21, the quantities being 
imported would significantly exceed the 1977 level and 
would likely cause or threaten serious injury, immediate 
restraint measures should be negotiated with the supplier. 


The Department of Industry, Trade and Commerce should pro- 
vide the Board on a monthly basis with statistics showing 
the quantities of clothing for which import permits have 
been issued pursuant to Recommendation 21, by category, 
SMO oc OUniry 2Olmex POOt. 


The Department of Industry, Trade and Commerce should pro- 
vide the Board on a monthly basis with statistics showing 
the quantities of clothing for which import permits have 
been issued pursuant to Recommendations 17 and 18 by 
Gategory and; by country of export. 


GENERAL RECOMMENDATIONS 


For Governmental Authorities 


CA See 


ORT Ae 


ZO « 


igs 


ably 


Improve the statistical data related to the garment and 
textile industries, and organize a comprehensive and co- 
ordinated data-gathering system, on an on-going and 
current basis. Statistics should bewscandardauzed: and 
consolidated so that. there will be uniform information 
available to the Textile and Clothing Board, Government 
departments, manufacturers, importers, retailers and 


consumers. Statistical data relating to the industry 
should: 
a. -Standardize manufacturing, import and export 


commodity classifications; 


b. Provide data respecting exports, imports, 
domestic shipments, and employment, together 
with other key data which would allow 
Government to react more quickly to market 
disruption or threat thereof; 


c. Provide an adequate description of garments 
for use on customs invoices (and Revenue 
Canada sshould 12nsist on accurate descriptions). 


Designate as soon as possible, specified customs ports of 
entry, perhaps five or six in number, through which all 
imports of clothing and textiles would be channelled 

and controlled. 


Develop a uniform 'Made in Canada' label logo which would 
require to be prominently displayed on all garments made 
in Canada, so that consumers can readily identify Canadian 
made as well as foreign-made garments. 


Exercise greater vigilance in the enforcement of the pro- 
visions of 'Marking of Imported Goods Order' in respect of 
wearing apparel so that the name of the ‘Country of Origin' 
is clearly visible to the consumer. 


Devise a program of encouragement to Canadian manufacturers 
to purchase fabrics in Canada as much as possible. It is 
suggested that this might be achieved through a system of 
customs drawbacks, which would provide Canadian manufactur- 
ers with the opportunity to import fabrics and yarns which 
are not available in Canada, while at the same time encou- 
rage the purchase of like goods in Canada, by granting 


Phiewdirawback. On a sproportivonal basis to goods bought in 
Canada. 


Establish a Productivity and Development Centre under 
Government auspices to provide industry with the assistance 
described in Chapter V of this report. 


Review the procedure for informing governments, the business 
community "and the “public at large of méasures’ to’ restrict 
imports, so that all parties who are affected can be made 
aware of the terms of the measure and their responsibilities 
arising therefrom. 


Establish a unit within the Department of Industry, Trade 
and Commerce whose responsibilities would be: 


a. TO receive an application from an importer, retailer 
or manufacturer in the clothing and textile industry 
who: 


i alleges that he cannot obtain specific items 
OL Wearing apparel), fabric, Or yarn, £rom 
Canadian sources, or other sources not under 
quota; and 


ii seeks goods from sources under quota restraint; 
and 


1ii does not have sufficient inventory on hand of 
such items or does not have sufficient quota 
GO -aMpore ; and 


iVveeCannot OOtalnl the particular item througi-otner 
importer dealer sources; and 


v presents the Department with documented fact in 
Such ahnmapp Ercacaroir. 


b. To check the bona fides of the allegations that the 
source is unavailable by inquiring of Canadian manu- 
facturers whether they are able or willing or inter- 
ested in producing the goods; 


c. To deny the application upon evidence that Canadian 
manufacturers can and will produce the goods within 
a reasonable length of time ('reasonable' being di- 
rectly relevant in each application to the case in 
lees) evel) Me 


a. Tot grant limeted=quota-for- an-interim’ period where 
Canadian manufacturers are anterested and ‘can 


34. 


produce the goods which appear to be unavailable or in 
limited supply, for the time required by Canadian 
industry to produce a sufficient supply; 


ex. “To check ‘availability closely, to, ensurepeloemauc 
applicatior 1S not based on oLrner reasols, 


f. To check whether items claimed to be ‘'unavailable' 
are not in fact available through use of very 
Samaskar. om tihvke :sgoods; 


g.- To recommend an exemption from quota for items which 
may have been included on a category under quota where 
Canadian qmanuiacturers ;annot,or, do Nort, WUSHUtO spEOo- 
duce such items; 


hey? fo (advise ithe Export: and’ Import Permits. Divasioncor 
the Department where an importer appears to be using 
his quota privileges in any manner detrimental to the 
best interests of the ultimate consumer. 


Continue to assist the Canadian manufacturers in gaining 
greater access to markets in the United States and other 
countries. 


For Apparel Manufacturers 


SDs 


nO 


Sass 
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40. 


Place greater stress on improving productivity through up- 
grading facilities and strengthening management at all 
levels in order to compensate for Canada's higher labour 
rates. 


Strengthen quality control systems and procedures through- 
out manufacturing operations, including fabric and yarn 
Specifications; and garment specifications in terms of 
colour, size and general workmanship. 


Combine smaller operations into larger complexes where 
practicable to gain financial strength and productivity 
improvement with consequent cost savings. 


Place greater emphasis on exports to increase production 
and broaden market availability. 


Make greater efforts to identify potential customers and 
promote sales in Canadian locations remote from the manu- 
facturers' place of operations. 


Endeavour to purchase a greater proportion of fabric and 
yarn requirements in Canada. 


For Department and Chain Stores 


4l. 


42. 


Review buying practices in order to ensure that every poss- 
ible consideration is being given to obtaining apparel 
requirements from Canadian manufacturers. 


Identify appropriate Canadian manufacturers and develop 
mutually advantageous production programs. Important con- 
siderations should include sufficient lead time to allow 
tlexabviity in production and the most economical prod= 
uction runs; and quality, price and delivery demands of the 
retailer. 


For High Fashion Retailers 


43. 


| ah 


Place increased emphasis on purchasing from Canadian manu- 
facturers having a proven capability of supplying high 
fashion apparel, and from those having the potential to do 
so, aS an alternative to importing. 


THE REPORT 


MANDATE AND PROCEDURES FOLLOWED Chapter I 


On September 16, 1976 the Minister of Industry, Trade and Com- 
merce requested the Textile and Clothing Board to undertake an 
InCwiny. IiicOmethe cL1rrects OL"Mamports Of they following: products: 


Pe Pants Mincluding jeans, slacks, shorts, overalls and 
coveralls) 


2 Unstructured or leisure suits 

3 Blouses and ladies' shirts 

4 Pyjamas and sleepwear 

Derkaticoats 

6 Sportswear, including dresses and co-ordinates 
7 Foundation garments 

8 Swimwear 

9 Underwear 


LVeeLOOrCOacts, “OVvercOats and Outer Jackets, Including 
duffle coats, suburban coats and pant coats 


In his letter, the Minister stated that the inquiry was to 
cover goods manufactured from all fibres, whether woven, knit- 
wea,mococneted, "etc., torsmen, boys, women, gqrxis or intants. 
Competing products composed wholly or in part of non-textile 
materials such as leather or vinyl were also to be included. 


The Minister directed the Board more specifically to inquire 
into the effects of imports of the above-mentioned products 


on Canadian production and employment, to examine the pro- 
ducers' plans for adjustment in their operations, and, should 
the Board find Serious injury or threat of seérious@injiry, eee 
make appropriate recommendations to him for the prevention or 
remedy Of such anjury or. threat oc injury. DueeOrmulaern, 
these recommendations the Board was to take into account their 
effect on consumers, on relevant manpower and regional factors 
and on any relevant international agreements to which Canada 
is “a party. The full text of the Minister’s letters sere, ce 
duced as Appendix 1 to this report. 


Upon receipt of the Minister's request and in conformity with 
Section 9(b) of the Textile and Clothing Board Act, the Board 
proceeded immediately to undertake the inquiry. A notice to 
that effect was published in the Canada Gazette of September 
25, 1976 a copy of this notices is attached as @Appendi<.-)- 
Copies of the notice were distributed to the news media and 

to more than..3,000 firms, ~andividuals. and “qroupses onchucssang 
major trade and other organizations, and interested government 
departments, both federal and provincial. 


In the notice of inguiry, the Board invited all interested part- 
ies to submit to it, by November 29, 1976, confidential briefs 
containing their opinions and recommendations, as well as all 
the information which they considered pertinent to the inquiry, 
and announced that it would hold public hearings across Canada 
to receive supplementary presentations or arguments from those 
presenting briefs. The clothing manufacturers presenting briefs 
Or associating themselves with the presentation of a brief were 
requested to submit plans to the Board indicating adjustments 
which they planned in their operations to make them more com- 
petitive. ; 


As indicated in the Preface, informal interviews took place 
with senior officials of various agencies, within government 
and the private sector, in an attempt to gain a comprehensive 
insight into the problems presented by the inquiry. The Board 
and its officers met with officials of the Departments of In- 
dustry, Trade and Commerce; External Affairs; Finance; Manpower 
and Immigration; Labour; Consumer and Corporate Affairs; Rev- 
enue Canada-Customs and Excise; the Tariff Board; the Economic 
Council of Canada and the Canadian International Development 
Agency. These visits were informative for they revealed the 
complexities of the problem through the eyes of various offi- 
cials representing their respective agencies. The Board also 
met and had helpful conversations with the Deputy Ministers 
and senior officials of the departments responsible for in- 
dustrial development in the provinces of Quebec, Ontario, 
Manitoba and Nova Scotia. 


In the private sector, the Board and its officers met with 
representatives of most of the major trade organizations 
involving manufacturers, importers, retailers and consumers, 
labour union leaders, researchers and senior management of 
amine! Ored prms. .-A iconplete alist of organrzatrons, *hiurms; 
unions and government departments involved in these inter- 
views is attached as Appendix 3. 


To supplement the information already available from Statistics 
Canada and from the Department of Industry, Trade and Commerce, 
the Board distributed questionnaires to manufacturers, import- 
ers and retailers, requesting detailed confidential information 
Ciiealleaspectes Cr -cheir Operations. En the case-op manufactur— 
ers, the questionnaire was distributed directly to all the manu- 
facturers involved. The importers' and retailers’ question- 
naires were distributed through the officers of their trade 
associations. The Board and its officers followed up the dis- 
tribution of the questionnaires by making a number of personal 
visits to association officials, importers, retailers and manu- 
facturers to explain the questionnaires and to emphasize the 
importance to the inquiry of providing the data requested. 


The response to these questionnaires was not uniformly satis- 
tactory. MOSt of the Significant importers responded promptly 
and many major retailers did so after some initial technical 
difficulties were ironed out. The manufacturers’ response was 
slower, and for the smaller firms (which constitute the larger 
MUMbDeLaOL) firms in the industry), the questionnaire, undoubtedly 
presented difficulty and, in many cases, impossible demands 
upon their time, resources and data retrieval capabilities. 
Subsequently, the questionnaire was revised and officers of 
the Board personally called on a large representative number 
of manufacturers in each of the industry sectors to provide 
guidance in their replies to the questionnaire. The response 
was better. 


On November 1, 1976, the clothing manufacturers, supported by 
the primary textile producers and the labour unions, presented 
the Board with an 'Emergency Interim Submission' requesting 
immediate action to curtail imports. 


Following a preliminary study, the Board presented to the Mini- 
ster of Industry, Trade and Commerce, on November 8, 1976, an 
irerime report. 1m. accordance with» section 17(2) Of the Textile 
and Clothing Board Act. On November 29, 1976, the Government 
announced that it was placing a global quota On imports of 
elothing,, |imiting these to 1975 levels. “The industry s sub-— 
mission, the Board's interim report and the Government's subse- 
quent action are discussed more fully in Chapter III. 


A total of. LIsabrieks, netLating, tor linus «1nd Uae ace re received. 
Briefs were submitted not only from the larger organizations 
representing garment manufacturers and their main suppliers, 
labour unions, importers, retailers and consumers, but also 
from the individual entrepreneurs, small boutique owners, real 
estate developers and specialized consumer groups. Although a 
deadline of ‘November 29,°1976;,had been announced for thevre= 
ceipt of briefs, the Government action announced on that date 
spurred a considerable number of interested parties to file 
briefs with the Board. Even though the deadline was past, 
consideration was given to all the briefs presented. A list 
of those who presented briefs is attached as Appendix 4. 


Of those parties presenting or supporting the presentation of 
briefs, 100 requested public or private hearings. The Board's 
hearings, both public and private, took place in Montreal on 
January 10-14" Toronto on January 17-20 and on, February 4; 
Winnipeg on January 24-25; Vancouver on January 26-27; Halifax 
on February 2yand Ottawa: on february. /=9.s) Append1xX.4a1 nd. — 
cates those who appeared before the Board at these hearings. 


The Board members and personnel visited many plants throughout 
Canada in those sectors of the clothing industry covered by 
CHLSPinguinyas #lhesésvisits, providedyvan  Opporuun buy, LOmObSse ave 
andvduscuss at. first hand plant. layouts, manutacturinggpro— 
cesses, types of machinery used, improvements being made, the 
local, labour situation and other aspects,of the firms’ opera-— 
tions. It also provided opportunities to discuss with manage- 
ment the effect of imports on their operations, their sales 
pUSTtITOn,. Chere dastrabution. diffrculties, jexport.posstbi11 1 
ties and activities, operational capacity and other relevant 
topics. The firms' proposed plans for adjustment of their 
Operations to better face the competition of imports was of 
particular interest to the Board in the course of these con- 
versations. 


In addition to the information received in the briefs, during 
the hearings and special visits the Board and its personnel 
carried out considerable research on a number of aspects of 
the industry. Some of this research was carried out with the 
collaboration of various: sections of, the Department of «Industry, 
Trade and Commerce, with Statistics Canada, with Revenue Cana- 
da-Customs and Excise and with other groups, both within and 
outside the Government. For some specific aspects of the in- 
quiry, the services of a firm of consultants, Kurt Salmon 
Associates-Canada, Ltd., were retained. Certain special back- 
ground studies were also carried out by Board personnel. 


Previous Board reports of inquiries usually contained a sec- 
tion where the evidence received had been summarized. [In this 


particular inquiry, the Board has decided, because of the 
sheer volume of evidence and to avoid repetition, to omit 
the summary of evidence. Instead, throughout the report, 
mention will be made wherever appropriate of the claims, 
pittedgations and statements made Eo the, Board during the 
eC ay 
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FEGOGNETION OFM THE’ IMPORT PROBLEM Chapters i0 


The essential purpose of this inquiry is to determine the 
effect of imports of clothing on production and employment 
ieee scanadian Clothing mandustry. —sfhas- chapter widdalook 

at the evolution of the import problem from Canada's point 
CEeVleWpweanduewill tefer to Canadian nd anternational,s policy 
decisions which have had a direct bearing on the treatment of 
textiaverandmeclothingrimoorts anto, Canada: 


International trade in textiles is reported to have flourished 
as ecativvas) 1000.B.C. when-the Phoenicians» were acting, from 
the same motives as present day traders such as Koreans and 
Canadians -- namely, the mutual advantages of profits and avail- 
abliIaseyeor goods. throughsexporting and-importing. While the 
principle of mutual advantage has been and probably will always 
be the motivating force behind individual exporters and im- 
porters, the advantages which accrue nationally, depending 

on the point of view, may in some instances be far from mutual, 
and one country's gain may not necessarily be another country's 
daunw HOrvexample, the Republicaof Korea earns. much: of.2£s 
forergqn xchange from the export. of textiles, .including cloth- 
Pejreeeii. Loe, Ene 1mports, Ofamen’s sui tsaanto -Canacdarmetrom 
Korea increased sharply; while the Korean economy benefited 
directly, Canadian manufacturers experienced a threat of in- 
apebenten 


The trade in textile products has always been a sensitive 
international problem. The major trading nations of the world, 
recalling the chaotic state in international trade prior to 
Homlea wars iis .nand -desisting to.avoid a recurrence of that state 
in the post-war re-building period, concluded an agreement in 
1948 which became a code of rules governing international trade, 
and a forum in which countries could discuss and overcome trade 
problems and negotiate the enlargement of world trading oppor- 
Euneties:. - 
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The General’ Agreement on Tariftts and’ Trade (the GAT = haswcor. 
tributed significantly to the orderly. conduct and arowen ou 
world trade since 1948. 


While the contracting parties to the GATT adopted as their 
principal aims, the reduction of taguit and other bareverse.o 
trade and the promotion of trade, on a 'Most Favoured Nation' 
basis, they recognized that unless the Agreement contained 
adequate safeguard provisions, the move towards meaningful 
trade liberalization would not materialize. The Agreement 
included, therefore, a number of safeguard provisions, the 
most important of which Ds Article Xtc.) Under .certazn spr0— 
visions of this Article, a member country is permitted, in 
carefully defined circumstances, to impose import restric- 
tions on products which are being imported in such increased 
quantities or under such conditions that they are cauSing or 
threatening to cause serious injury to competing domestic 
producers.” "The text of Article Xix ts contained im Append: oF 


In the latter part of the 1950's the developing countries of 
Asia, with their significant advantage of an abundance of low- 
cost labour, began to challenge the dominance of the Western 
World in textiles and clothing production and trade. Japan 
officially re-entered world commerce in 1954 with its acces- 

sion to the GATT and the recognition of Most Favoured Nation | 
status from Canada and the United States’. By “this time, Japan 
already possessed a well-developed textile and garment industry 
as did Hong Kong, which had previously been granted Most Favoured 
Natron status,. 


The threat of market disruption by imports from low-cost sources 
materialized rapidly in the 1950's, and by the end of the decade, 
the governments of most of the major importing countries found 
it necessary to implement special measures of protection against 
these disruptive imports. Many of these measures were illegal 
in the GATT terms, for safeguard action taken under Article XIX 
must be applied equally to all suppliers and discrimination 
against particular member states is forbidden. 


Imports of Japanese and Hong Kong clothing in 1957 were esti- 
mated at 25° percent’ and 4 percent, respectively , -otvall "clorh— 
ing imports into Canada, but by the end of 1959 Japan's share 
rose to 44 percent and Hong Kong's to 10 percent. Following 
expressions of serious concern by Canadian clothing and tex- 
tile manufacturers, the Canadian Government concluded arrange- 
ments with Japan whereby Japanese authorities undertook 
‘voluntarily’ to restrain their exports of specific products 
to Canada. However, in spite of these arrangements, the pro- 
blems associated with increasing imports of low-cost merchandise 
continued to persist and, indeed, intensified: 
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By 1960, the low-cost import problem had become so acute, and 
representations from Canadian clothing and textile producers 
for protection so numerous, that the Government took steps to 
formalize the procedure for receiving and considering repre- 
sentations concerning low-cost import competition. The Inter- 
departmental Committee on Low-Cost Imports was formed and given 
the mandate to entertain and consider such representations and 
report thereon to the Minister of Finance. The Committee was 
composed of senior officials of the Department of Finance, In- 
dustry, Trade and Commerce, External Affairs, and National Revenue. 
This decision by the Government of the day reflected the serious- 
ness with which the problem of low-cost imports was regarded, 

and a recognition that instead of disappearing, the problem 
would likely increase in scope and intensity. 


Because of the rather special and difficult character of inter- 
national trade in textiles and clothing, the GATT recognized 
the need for a new multilateral initiative to deal with the 
problem. Eric Wyndham White, former Executive Secretary of 
CheweGATT, in his saddress. to’ Free “Trade -Unions;,-on March: 28, 
1959, in Geneva, noted: 


It is clear that as the new industries enjoying 
relatively favourable conditions of production 
come into existence (in less developed countries) 
enguscarct. CO have an impact On-“export markets, 
they will cause more or less acute difficulties 
to industries established for many years in the 
more industrialized countries. It will be a 
test of the common sense as well as the goodwill 
of the more industrialized countries how they 
feact, to~ the -probtiem: 


Si venecieaprolviteratzon ‘Of iilegal:’. restrictions sby indus 
PalaiZeaneountrres=agalnsSti-1moporcs ofr ~elothing and .textrles 
from developing countries, it became clear that a multilateral 
approach was required if the wave of protectionism were to be 
eontained.) In 1960, the GATT agreed to examine the problem 
and in 1961 concluded what was known as the Short-Term 
Arrangement on Cotton Textiles. 


The Cotton Textiles Committee of the GATT, looking forward to 
a longer-term solution to the problem, drew up the Long-Term 
Arrangement Regarding International Trade in Cotton Textiles 
(Le) awniweh <camesinto foree in 19626. Wnder the provisions 

of the arrangement, importing countries were permitted to 
icEoduce, restraints on amports' of «cotton from specific coun- 
tries which were causing or threatening serious injury to 
domestic production. Heretofore, such action could only have 
been taken legally on a non-discriminatory basis under Article 
XIX Of the GATT. 
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Canada became a signatory to the LTA but did not accept “theyeb-= 
ligation to increase automatically the level of restraint by 5 
percent, should that: restraint remain in force fer another yearn 
Canada followed a policy of selectivity, choosing to negotiare 
restraint arrangements with countries whereby they would limit 
their exports .tco_Canada.of specific items, of clothingsandsotnes 
textile products, leaving the control of these arrangements to 
the exporting-country..-The 19602 voluntary restrainvssc*er= 
Cised by Japan covered essentially all garments exported to 
Canada. By 1970, the restraints covered only blouses, sshinmes 
and trousers made from woven fabrics, and knitted wear. Sim- 
ilarly, the arrangement with the People's Republic of China in 
1963 covered all garments, but the 1972 arrangement pertained 
Only "tO Shirts and trousers... The first 7 estrarmnt aurangencwe 
with the Republic of Korea (1967) included all cotton garments 
and the five major categories of garments made from man-made 
fibres, whereas in 1970 the coverage was reduced to shirts, 
blouses, trousers and sleepwear. 


All in all, Canada negotiated eleven export restraint arrange- 
ments On clothing products am the: period, trom 1960 Cesare: 

These arrangements provided for clothing made from not only 
cotton and blends ef _ cottongand. Other. LidvLes, sot alLSOnc lore 

ing made from polyester, nylon, wool and rayon. Although the 
LTA did not apply to garments made from the latter four fibres, 
Canada followed the policy of employing the principles,of the 
LTA in requests for restraints on garments made from such fibres. 


tie policy which.governed,the curtailment.of amports/initieswocons 
was, at best, ad hoc. Negotiations were often protracted, re- 
sulting for example in restraint arrangements being concluded 

rm December. to apply Fto. Ghetprevious IL months. “Mewarrange= 
ments were uSually of one year's duration and as soon as one 
source of disruptive and_injurious imports was contained, 

another would appear. It, was praccically impossibley to stakce 
action prior to serious damage being caused to domestic pro- 
duction and employment. 


The following table will demonstrate what has been often re- 
ferred to as the "Great Chase': 


Garment Restraint Arrangements Negotiated by Canada 


Supplier Date Supplier Date 

Japan 1960 The People's 

Taiwan ue oy: Republic of China 1963 

Hong Kong 1965 The Republic of 

Malaysia PICS Korea OGG, 

Poland Lore Singapore 1968 

Macao Oral Romania EOTO 
Trinidad & Tobago ea 
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Peemtcally, While the number, of restraint arrangements in- 
Greased in the =1960°S, the number of clothing items “subject 
to these arrangements declined significantly. This develop- 
Meme occurred Guring ay» period when. total emports:of clothing 
increased substantially. 


tie Lomlowingctable wil. show ‘thesrathersstartling changes 
which have occurred in the quantities of garments being im- 


ported: 


TocalL. moons so8 Clothing @0y000 “unites ) 


Percentage Change 


tee Over 1961 

Source 9 Gil: £970 PETE Os VOT Toro 
World Bir, Ao Same OU, 0s 2 30, 436 Saez 3525.6 
Hong Kong J het ean Se Come ae ars OS ORGY 526 24 
Taiwan oF78 Poo 06m SO7o84 P25 Oeg SL Ol eS 
Korea, Rep. -- ORO = 65,24 en x rs 

China, eeRt 581 CrP Ear IeRO Gi IO 2 86 TLEZ RO 
Japan ee. O12 See ESE Nie: 7) ~(16.8) —(49.5) 


*Since there were no imports from the Republic of Korea in 1961, 
the percentage increase in each of 1970 and 1976 over 1961 is 
not applicable. By 1970, however, imports had reached 6.4 
ieeonmanabyrlG)76 65.4 million, an-increase Of 921 9 “percent 
OVERLY hk 


VouULecte Soult leuLcs Canada, LmpOrtus by GOmmodittves, “Cat. No.657007 


tie eave ELable falsotdemonstraces Ene *shitt whitch ian, occur im 
LiessSQUubBCeLOL Imports 2" Whereas “in 7961, Hong Kong,, Taiwan, 
tne Republic of Korea and the People's Republic of China supp- 
immed  lssoercent of total “garment vmports to Canada, ‘they, cap- 
Pinsec Me pepercent by 970) and py 29:76 tnad reached 67 percent. 
Poa OW tie “ocirer hand, which had Supplied about -44 percent 
SL eClouwneng “IMports an bool rPrsaw ats "share decline rapidly. | «in 
i970, “garment imports Lrom Japan were 17 percent less than in 
HI61, and in 1976 were only half the 1961 level. The Republic 
GlehOnea and Taiwan ares the woria'’s most prolific suppliers: of 
the lowest priced garments meéting internationally acceptable 
uemstEy standards today . 


Oire Tot =the ‘principal “concerns “of “the importing countries when 
concluding the LTA -was’ that the development of trade should 

proceed in a reasonable and orderly manner so as to avoid dis- 
Luptien' in andividual’ markets and on individual lines of pro- 
duction. The immediately preceding table showed the alarming 


a) 


increases that have occurred in clothing imports from the 
pPYINGi pal Suppers (LOM OGIO eo 7 6m 


Canada was not the only industrialized country to continue 

to experience sharp increases in clothing imports. The dra- 
matic developments in the production of man-made fibres and 
blends, and the rapid expansion of facilities in developing 
countries to manufacture clothing made from fabric of those 
fibres gave these countries the incentive to embark on a 
world-wide trading campaign. These developments rendered 

the LTA inadequate since its jurisdiction did not extend 
beyond clothing andttextileswmade of cotton Was derimedye 

As a result, a number of industrialized countries concluded 
bilateral arrangements outside of the LTA with low-cost supp- 
jiers, designed to contain imports of man-made fibres) and wool 
PrOGUGtESWErom those ysSources.. 


In Canada, it had become clear that: "the policy designed to 
cope with the problem of 'low-cost' imports had become in- 
creasingly -dvfficult to administers “Thus Hed tosdelaysimand 
uncertainties which resulted in severe disruption and hard- 
ship to producers and workers". ? 


in the study’ of the clothing and’ texti le"andustuies whuchawas 
conducted by the Canadian Government in 1970, the industries 
were found to be as ‘efficient technologically' as those of 
any other country. They were reported to be able to compete 
with imports from developed countries, but unable to compete 
with most standard-type products imported from so-called low- 
cost or low-price suppliers because of wage differentials 
and/or export pricing policies of those countries. 


The textile policy announced in 1970 reflects Canada's ex- 
plicit desire to promote clothing and textile industries 
which will continue to be viable and which will be able to 
meet international competition in the market in Canada. It 
was noted, however, that: "full competitiveness in many areas 
may be achieved only if there is liberalization in the proven 
highly restrictive environment for world textile trade".4 


The policy provided for a wide range of measures involving 
commercial policy and financial, technological and promo- 
tional support. Of these measures, the best known, of course, 
is the special protection against injurious imports. It was 
clearly stated that special measures of protection would be 
considered only if two criteria were met, namely: 


1 Imports were causing or threatening to cause serious 
nls pg Fob ylayeep rel avel 


2 The industry sector had plans to enhance its ability 
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to meet international competition in the market in 
Canada. 


The Textile and Clothing Board, an instrument of the new policy, 
was created by an Act of Parliament in 1971, although its activ- 
Wives were set Out by. an Order in Council oa year ‘earlier. ‘The 
Board is an independent advisory body whose basic responsibility 
PomLO 1nvestigate,alvegatwons Of injury, co "consider plans stb- 
mitted by manufacturers for meeting the import threat, and to 
make recommendations to the Minister of Industry, Trade and 
Commerce regarding the appropriateness of special measures of 
PeOueGiLVom. aul tomlmpOruant FO NOte that im all “stich “cases: the 
Board is obliged to take into account: relevant manpower and 
regional considerations, Canada's international obligations, 

the interests of consumers, the principle that special measures 
of protection are not to be implemented to encourage the main- 
tenance of non-viable lines of production and the conditions 
prevailing in international trade in textiles. Another import- 
ant aspect of the policy was the amendment to the Export and 
Import Permits Act which, for the first time, gave Canada the 
legislative authority to impose unilaterally, limitations on 
imports. 


The Interdepartmental Committee on Low-Cost Imports continues 
LOunmlay ani important part in the decision-making process. "~-Ft 
is charged with the task of reviewing recommendations of the 
lexwioelec ana rClLOthing Board and giving the Minister” or Industry, 
Trade and Commerce advice on the impact of the Board's recom- 
mendations on Canada's international and national interests. 
The Committee is now chaired by the Department of Industry, 
Trade and Commerce and its members represent the Departments 
of Finance, External Affairs, Revenue Canada-Customs, Labour, 
Manpower and Immigration, Consumer and Corporate Affairs, and 
the Canadian International Development Agency. 


In the years immediately following the introduction of the 
POW ORDOLIcy, the work of the Board was, for the most part, 


taken up with yarns and fabrics. However, two items of cloth- 
ing were the subject of Board inguiries in 1971, men's and 
boys' shirts, and sweaters, cardigans and pullovers. While 


special measures of protection were not recommended in the 
case of sweaters, a global quota was recommended for shirts 
Ot mine types Of “Fibres. “Since the LTA covered only “cotton” 
goocs and” because of the nature of the problem, Canada re- 
sorted to Article XIX of the GATT to provide manufacturers 
Witipeene™ appropriace degree” of prorecrion: 


Mieworrua Lon, im Canada was not unique. As stated earlier, 
other countries had taken steps to deal with imports which 
did not come within the purview of the LTA. Once more against 
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a background of proliferation of restrictions against imports 
of clothing and textiles from developing countries, the GATT 
was called upon to formulate a multilateral solution to the 
problem. The result was the Arrangement Regarding Inter- 
national Trade in Textiles (ITA) which came into force on 
January 1, 1974 for a four-year period. Its basic objec- 
tives are: 


To achieve the expansion of trade, the reduction 
of barriers to such trade, and the progressive 
liberalization o£ world trade an textile products, 
while at the same time ensuring the orderly and 
equitable development of this trade, and avoidance 
of disruptive effects in individual markets, and 
on individual, lines. of production «un both amport— 
ing and exporting countries. 


Since the advent of the ITA, the Textile and Clothing Board 
has conducted inquiries and recommended special measures of 
protection against imports from specific sources, of sweaters, 
hosiery, work gloves, outerwear, men's suits and jackets, and 
leather outerwear. For the most part, Canada has continued 
to employ the selective approach to special measures of pro- 
tection. } 


Canada's imports of clothing on a per capita basis are among 
the highest in the world, while the percentage of total Cana- 
dian textile imports subject to restraint is among the lowest 
in the world. The following tables show the relative posi- 
tion of Canada in each case: 


PersCapird gilpores. OF se Lotn PG = ett) tee arens 


Imports From imports from 

Country All Countries Developing Countries 
Canada 1 OF 10.639 

United States L544 9.24 

Japan A Pir M ee, 

European Economic 

Community 14.47 hithie 

United Kingdom TSA rebel GTO 

Sweden eis one 18 2 Orb 

Source: United Nations Commodity Trade Statistics - 1975 
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Imports and Percentages of Textiles Under Restraint in 
Selected Developed Countries, 1973 (U.S. $'000) 


Total Textile Under Restraint 
COUNErY Imports Imports Perecenrcage 
Canada* apo ao 2 O57 YOe T 
United States* Sy Ou Oep aa DEA) po Vel! 
Japan N.A. N.A. N.A. 
EEC 4,924,040 29027 LO 48 
United Kingdom 1,354,447 6237 Od 46 
Sweden Oo od 26, 224 eL 


aie ie 
Source: OECD Statistics of Foreign Trade, Jan.-Dec. 1973 


The situation which developed in the Canadian market in 
1976 has been described as an example of the type of dis- 
ruption which the safeguard provisions of the ITA and the 
GATT were designed to prevent. In 1976, imports increased 
at such a sharp rate and in such a disorderly manner that 
the market was completely disrupted. Among the garments 
included in this inquiry the overall increase for 1976 was 
46 percent, while the increase among the individual cate- 
Gories ranged from 9 percent to 3/70 percent. It was this 
Seeuacdon which  Culminated in a request to the Board by 

the Minister of Industry, Trade and Commerce to investigate 
the matter on an urgent basis. The increases which had oc- 
eured, in 1976 over 1975 in product categories included in 
the inguiry were as follows: 


Clotmug. imports: ("000 Units) 


BenCeneage 


Control No OTS 1976 Inc'rease 
32 Outerwear Opel oom OMe 50 A 
37 Pants 21 59.0" 4874776 58 
BO PUnstructured Suits 17 250 Ue sie nes ball 
39 Blouses and Ladies' 

Shirts 2D 357 PO 232664 9 
40 Pyjamas and Sleepwear Spins yo Bi 93 61 
4] Raincoats De eo6 iL, 800 54 
42 Sportswear 16,491" 25,404 54 
43 Foundation Garments 2S SFr 92 44 
44 Swimwear 27979 37704 24 
45 Underwear Pee OO ae 2 5 
46 Coats 749 eZ. OS 7s 
a) eooeructured Suits ee OSD eA ok Lge: 
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Percentage 


Control. No. AS YS LOS Increase 

48 Leather Coats (olla) = G55) ) 370 

49, 4MenVS sangdeboOys “Shires 13y2Z35 18,848 42 
T-shirts, sweatshirts 40,359 SS bod. 44 

50 Sweaters Ce oe NS PPS aS. 


Total Clothing-Impores 
under, €lothing inquiry 185,366 271,480 46 


*Not included in total 


Note: In many cases Statistics Canada import classifications 
(5-digit Level). -do not: coprespond.with produce -cese: ip 
tions. on the Import Control List. An attempt has been made 
to break down by control number as closely as possible 
the total garments considered to be included in the 
Clothing Inquiry. Data on leather coats vJcame -Erom a 
special survey; the Statistics Canada figures include 
leather coats in a number of other categories 


source :.Statistics. Canada,,.. Imports. .by:-Gommodities;, 9 As and 
1976 


The relative ease with which developing countries can gain ac- 
cess to the Canadian market, together with the selective approach 
to special measures of protection being applied in many cases 
after serious injury had been caused, have left Canadian pro- 
ducers vulnerable to sharp increases in imports. Canada is one 
of the very few developed countries which has permitted imports 
from developing countries to penetrate its market to the extent 
they have. 


The growth of the textile and clothing industries in develop- 
ing countries has undoubtedly led to the decline of those 
industries in developed countries. According to Mr. L.A. 
Wiseman, Director of Research at the Shirley Institute, the 
decline in Western Europe is so marked that if imports ceased, 
the textile industries would not be able to meet domestic de- 
mands.2 However, the problem associated with garment imports 
from these countries will continue to test the good will of 
importing countries and the ability of the international trad- 
ing community to develop a mutually beneficial solution to the 
problem. The Chairman of the GATT Textile Surveillance Body 
wes quoted in the January 1977 issue of ‘Textile Asia: 


We may take it that the expansion of the textile 
industry in the developing countries will continue 
and that their advantage in wage costs will probably 
ensure continuing expansion of their market share in 
the labour intensive sectors, such as clothing. 
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The Arrangement Regarding International Trade in Textiles has 
been described as an example of international co-operation and 

a framework within which difficult problems in a sensitive field 
can be solved. In the light of the existing Canadian problem, 
the question arises as to whether the present international 
arrangements are adequate to meet this problem, or whether there 
is now a need for a new, more comprehensive arrangement. The 
answer may be in either a new ITA, which takes account of Cana- 
dian concerns, or a review of Canada's present Textile Policy, 
or greater effectiveness in the administration of the present 
Poutle@mparticuilarmly Wa the abeas Of Control Of Gisruptive Im 
ports already under restraint, as well as an early warning sys- 
tem to deal with potentially disruptive situations. Something 
along these lines is necessary, but difficult to achieve within 
Canada's international obligations. 


While the ideal method to deal with disruptive imports would 
present difficulties to the negotiators in Geneva, there can 

be no question regarding the continuing nature of the problem. 
The 'Japan Textile News' noted in its March 1977 edition that the 
Republic of Korea increased its exports of clothing from $407 

ae toOngan e972) to, ei, 7 008ml ion anisl9 765) and thatithe current 
S-Veatep lLanucalls. for an increase: to $3,035 million in 1981. 

The percentage increases are 318 and 79 respectively. Similar 
increases could be quoted for a number of other low-cost and 
state-trading countries and cannot be ignored by Canada. 


This background to the import problem shows its size and scope, 
and just how fundamental the ultimate decisions are, not only 
to the Canadian clothing manufacturers, but also to dependent 
industries related to it, as well as Canada's international 
trade policy. The balance of domestic industry against im- 
ported goods is delicate and crucial. 
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CHAPTER SUMMARY 


1 Textiles and apparel have always been difficult commodities 
tO ,COnErOl sin aworld. trade: 

2 The trading nations have had to resort to a series of special 
agreements for textile and clothing products. 

3 Canada's Textile Policy of 1970 has been supportive of the 
Canadian industry but has not been successful in stemming 
the tide of rising imports. 

4 The total clothing imports, under the. inquiry +in, units. have 
increased 46 percent in 1976 over 1975 levels, the percent- 
age increases by category fluctuating between 9 and 370 
Percent. 

Notes 

1 Encyclopedia of Textiles, American Fabrics Magazine 
PrentLce-Ha INSkl ne a7 Ene p. 86 

2. The (GATT, 948-1973, The GATT Information’ Service, p. I 

3 The Hon. Jean-Luc Pépin, Minister of Industry, Trade and 
Commerce, in a Statement to the House of Commons, on the 
Textile Polreysstiuilys 895071 917:0 

UL Be alze| 

5. World Trade an: Textites, tb.A.) Waseman ,. Textiles, .1V0oll6 
NOS ea ESD ay MUO iy end 

6 Korean Textile Industry to Start New Five-Year Plan, Japan 


Textrle News March. 1977,No 26:84" p 762 
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INTERIM REPORT AND REACTIONS Chapter= 1iri 
TO"1ITS IMPLEMENTATION 


As noted in Chapter I, the Board received an ‘Emergency 

Interim Submission' on November 1, 1976, presented jointly 

by the Apparel Manufacturers' Institute of Quebec, the 

Apparel Manufacturers' Association of Ontario and the 

Manitoba Fashion Institute. The submission was supported by 
the Canadian Textiles Institute, representing the primary 
textile industry, and by the Centrale des Syndicats 
Democratigques, the International Ladies' Garment Workers! Union 
and the Amalgamated Clothing and Textile Workers' Union. In 
their presentation, the manufacturers and their supporters 
maintained that clothing was being imported into Canada at a 
Patewwiiech would, bY the end of “1976, result 12n Simports .capturc— 
ince sO percent of the total Canadian clothing market. <Tthe 
Board was urged to make immediate recommendations for prevent- 
ing further damage. 


At the time of the presentation of the submission, the Board 
had already carried out a substantial amount of research into 
the import situation. On the basis of this research and the 
additional evidence submitted, the Board concluded, in an in- 
terim report to the Minister of Industry, Trade and Commerce, 
macmepuLsSuant, cO-cecCtion 1 /'(2)" of the Vexta les ands Clothing 
Board Act, that imports were causing or threatening to cause 
serious injury to: Canadian production of, the clothing items 
covered by the inguiry, and that the injury would be difficult 
to repair if allowed to continue. The Board came to the same 
eonelusion with regard to a number of other clothing? 1ttems..al— 
ready under review at the start of this inquiry, namely men's 
fine suits, leather coats, sweaters, cardigans, pullovers and 
men's and boys' shirts. It decided that its recommendations 
would cover these four additional categories of clothing, as 
well as the ten listed in Chapter I. In its interim report 

of November 8, 1976, a copy of which is attached as Appendix 6, 
the Board made every effort to recommend measures of protection 
which would prevent further serious injury, but recognized its 
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responsibility to minimize to the greatest possible extent 
any disruption to the marketplace which could result from 
wide-ranging special measures of protection. Therefore, the 
Board recommended the following course of action, pending 
conpletion Of its angudiry: 


1 that the Import Control List be amended to include 
all the items of clothing listed above (see Append- 
p< Mo 


2 that the level of imports of the goods covered in 
(lL) above. be imi ced. tn, bon tor the. Level os 
imports of these goods from all sources during 
the calendar year 1975 


3 that in those cases where limitations have already 
been implemented on any of the products listed above, 
imports in 1977 be limited to the level of imports in 
1975 or to the level of the limitation, ;whichever is 
the lesser 


4 that the limitation on imports be controlled through 
the issuance of licences to importers on the basis 
of their performance in each of the product categories 
listed above 


The Minister of Industry, Trade and Commerce announced on 
November 29, 1976, that imports. in the 14 categories of .cloth- 
ing in question would be limited, for the 13-month period from 
that date to the end of the calendar year -1977, to the quanti— 
ties imported in 1975, and that. permits, for such imports wow 
be issued to individual importers only up to the level of 
their import performance in 1975. The Minister stated that 
this action was being taken in accordance with Canada's rights 
and obligations under the General Agreement on Tariffs and 
Trade (the GATT) and that Canada was initiating consultations 
with its trading partners in accordance with the provisions of 
Article XIX of the GATT in order to ensure that they fully un- 
derstood and appreciated the reasons why it was found neces- 
sary to take the emergency action. The Minister also stated 
that the government was most anxious to ensure that the imposi- 
tion of these controls would not have an undesirable effect on 
consumer prices of clothing, and that government would monitor 
these prices. He stressed that these measures were interim in 
character and would be reconsidered when the Board's final re- 
port would be available. The Minister stressed also that out- 
erwear imports, which had previously been set at a maximum of 
2.3 million units, would not be affected by the interim meas- 
ures and would be maintained at the level previously announced. 


The announcement of the interim action was greeted with 
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satisfaction by the clothing manufacturers, for they considered 
teanelpsul Lh averting a’ mayor’ crisis “in the-‘industry. --They 
hoped that a measure of stability would result from the intro- 
duction of the interim action, helping to prevent foreclosures, 
bankruptcies and layoffs which were imminent for many at the 
time. 


The labour unions also welcomed the government action, hoping 
for greater security of employment for their members and re- 
sumption of manufacturing activities at a more appropriate 
level to avoid layoffs and plant closures. 


The primary textile sector expressed its satisfaction and one 
large corporation announced that in light of the special mea- 
sures of protection on clothing and on double-knit fabrics (on 
which the Board reported separately on November 3, 1976), it 
would resume construction of a large plant at Cdteau-du-Lac, 
Québec, where work had been suspended due to the uncertain 
future. On the other hand, there were strong criticisms from 
importers, retailers and consumer groups. The Board received 
a great deal of correspondence expressing condemnation of the 
restraints, especially from those who believed that their im- 
ports were not causing or threatening to cause serious injury 
to Canadian production. Foreign’ suppliers also expressed 
Criticism directly and ‘through their agents ‘and* governments. 


There was strong initial reaction to the measures from the 
countries with whom Canada had had restraint agreements which 
were abrogated by the new action under Article XIX of the 
GATT. The Republic of Korea and Hong Kong in particular were 
critical of Canada in meetings at Geneva and in statements 
issued by their industries and governments. When the facts 
are verified, however, the 1975 levels at which the restraints 
were set were not much different in most cases from the levels 
of the restraint agreements previously negotiated with these 
pepercularn countries.  In-someé“instances, the 1975) level /ac= 
EucMikverirattedwaal anger iquotas foOrsansexporting: country - co 

the dismay of the Canadian manufacturers. According to the 
Office of Special Import Policy of the Department of Industry, 
Trade and Commerce, the Republic of Korea had agreed, prior 
to November 29, 1976, to limit its exports of men's fine 

Sues in 1976 and 197:7 to 146,000 and 154,760 unrts respec- 
tively. The 1975 import level, however, was approximately 
200,000 units. Canadian manufacturers of men's suits ex- 
pressed deep concern to the Board over this turn of events, 
POolmeimogsout, that-itowas contrary eo the Board’s interim 
recommendations. 


In the case of sweaters from the Republic of Korea, the agree- 
ment negotiated prior to November 29, 1976, specified that not 
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more than 726,000 dozens would be exported to Canada in the 
period from!) August al) 2976 toyduly, 3} do 9 Baies Mews uot, 
based. on 1975. import. level’s,- imposed. a dimit Otey/.047,00 URadez 
ens. ,The agreement: with, Hong ‘Kong ,-which waSsMalso;negortme. 
ed before November 29, 1976 provided for an export limitation 
of 458,000 dozen sweaters from August 1, 29/6 5to duly sore 
Imports of sweaters from Hong Kong in 1975 were approximately 
566, 000. dozens:. 


Imports of men's and boys' shirts, already under a global 
quota from November 30, 1975, to November 29, 1976, were lim- 
ited to 1,472,745 dozens for those garments priced under $43 
per dozen: (woven )ivand: $47 "per dozen (knitted)ice Ther lox atever 
of imports was somewhat less than the level of the quota; how- 
ever, the exact figure iS unavailable due to the general cov- 
erage of some of the statistical categories. 


At a meeting of the GATT Textile Committee in Geneva, the 
members, with the exception of AuStralia and the European 
Economic-.Community, critieized. Canada, alleging.this country 
had breached both the letter and the spirit of the Arrange- 
ment Regarding International Trade in Textiles. It was rec- 
ognized that Canada had the right to invoke the provisions of 
Article XIX of the GATT, although the members of the Commit- 
tee felt that signatories to the international textile agree- 
ment should use it as the instrument of first recourse. Some 
countries requested compensation and threatened retaliation, 
some reserved their legal rights, some formally protested 

and some acquiesced. Most countries seemed to be concerned 
that the use of Article XIX of the GATT would have an adverse 
effect upon negotiations for the continuation beyond 1977 of 
the Arrangement Regarding International Trade in Textiles. 

The major complaint of some 'low-cost' exporting countries 

was that Canada's action had the effect of transferring control 
of the quotas! from the exporting, country to the amporting. coun. 
try. Other countries were concerned about the measures affect- 
ing their legitimate exports, which, they contended, were non- 
injurious to the Canadian scene. In general, exporting coun- 
tries expressed concern about the negative impact of these 
measures on trade relations generally. 


Despite these strong criticisms, both at home and abroad, 

there were several positive effects of the November restraint 
measures. On the domestic scene, all those involved in the 
manufacture, importation and sale of clothing were made aware 
that there was a critical’ problem facing Canadian, manutacturers 
and that the time had come for all to address themselves to it. 
The Board also detected another positive effect as early as 
January 1977: the weeks of uncertainty marked by discussions 
between the various sectors of the industry and the officiate 
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of the Department and the Board, and the flurry of activity 
subsequent to the November 29 restraint announcement were 
giving way to more stability in the market place, albeit not 
to the satisfaction of everyone concerned, and Canadian prod- 
ucers were more optimistic for the future. 


Much of the distress in the business community was caused by 
implementation problems arising out of the restraint action. 
Importers found that they did not possess sufficient quota 

for goods already ordered and for which letters of credit had 
been deposited; goods were in transit for which importers 

did nor vnave Sufficient quota; many Importers, mostly in° the 
retail sector, had not been in business in 1975 and were 
without quota. Many protested that their type of imports were 
NOt ancdrcOuld=nOtu "be Imm jurious to the Canadian ‘producers: 

Many small importer/retailers were unaccustomed to application 
procedures to obtain import permits and were confused and 
anxious. Some faced the problem of being unable to clear land- 
ed goods through Canadian Customs because their permits were 

in doubt and incurred storage charges and delays at the Christ- 
mas season. These problems persisted for weeks. 


Because of these and other factors the Minister took action to 
alleviate many of these difficulties, and issued a statement 
on December 16, 1976. In order to accommodate those who had 
not been in’ business in £975 or whose quota was insufficient 
to cover irrevocable commitments, the Minister instructed that 
in the allocation of quotas, an importer was to receive only 
90 percent of his entitlement, which was based on his 1975 
performance. The remaining 10 percent would be reserved for 
special hardship cases such as those noted above. A special 
hardship committee was created within the Department of 
Industry, Trade and Commerce to receive and process appli- 
cations from importers so constrained. The Minister also 
announced that goods bona frde in “transit as of “midnight, 
November 29, 1976 would be permitted entry on an ex-quota 
basis. Finally, in order to alleviate the pressures on some 
businesses which were being hampered in their efforts to clear 
goods imported for the Christmas season, the Minister issued 
an open general permit for all such goods, providing they 

were shipped from foreign suppliers after November 29, 1976, 
were in Customs as of midnight, December 16, 1976, and were 
shipments valued at less than $10,000. Some flexibility was 
inteLoduced into the quota by permitting childrens wear ‘to 

be entered on a basis of four units for each three units of 
eomiie. Cho thing . | 


Tt is worth commenting on the operation of the High Fashion 


and Specialty Clothing Committee, as it existed under the 
Textile and Clothing Board, before the Textile and Consumer 
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Products Branch of Industry, Trade and Commerce took over.this 
responsibility in March, 1977) ThegMinistes, iI ngennouncang 

the creation of the High Fashion Committee on December 16, —17)o7 
had defined high fashion. and specialty items as clothingmicenec 
which originate mainly from fashion houses and producers of 
specialty items, and which typically command a substantial 
premium in the market." The problems of determining ‘high 
fashion' soon became apparent, for the subject is one with 
broad ranges of opinion. The Board commenced its hearings in 
January, 1977, and its members and officials also functioned 

as the High Fashion Committee. Naturally enough, in addition 
to the briefs which dealt with the subject of its inquiry as 
such, there were many representations to the Board concerning 
the administrative problems created by the new import restraint 
measures. Indeed, in some places, some retailers and importers 
mistook the Board's hearings for the hearings of the High Fashion 
Committee, as well as a forum before which they could lay their 
complaints or quota problems generally. 


As a result, the Board performed a dual role during the hearings, 
and did conduct many interviews with importers who were seeking 
information about application procedures and assurances of quota 
to be granted them. 


The High Fashion Committee, during its approximately three and 
one-half months under the jurisdiction of the Board, examined 
over 1,000 applications, granted hundreds of interviews and 
answered innumerable questions by telephone. While resources 
which could be ill-spared had to be assigned to deal with the 
deluge of requests, the experience nevertheless added enorm- 
ously to the Board's knowledge of high fashion and other imports 
and provided a wealth of information about countries of origin, 
quantities, prices and fashion tastesof the. Canadian market, 
The Board heard retailers express, often vividly, their diff- 
1culties in-obtaining quality clothing of good design and work= 
manship from Canadian producers, while on the other hand the 
latter complained that their high quality products were often 
underrated or ignored by high fashion retailers. 


A peculiarity in Canadian consumer habits came to light: for 
some consumers, goods with foreign labels appear to have a 
higher value and greater appeal than Canadian-made goods of 
equal quality. Indeed, this phenomenon seems to be wides»nread 
at the higher price levels, a situation which vexes the Cana- 
dian producers and perplexes even some of the retailers. 
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DEVELOPMENTS IN THE CANADIAN CLOTHING MARKET Chapter IV 


The Canadian clothing market-isiconsidered to be-one-of the 
most sophisticated markets in the world. Consumers are 
strongly influenced by exposure to the mass media of the United 
States, and with large numbers of people travelling to the 
fashion centres of the world, there is a constant awareness of 
trends developing in the industry. 


Accordingly, Canadian producers provide fashions and designs in 
apparel in a much greater variety than would appear to be just- 
ified by the size of the Canadian market, -- only twenty-three 
miiizvon people. “The problem of producing a wideyvariety forva 
small market is further compounded by imports which are esti- 
Macearlo account for 45 percent of) the market 1n,@076sn Canada 
has never been a major exporter of wearing apparel; this sit- 
uation has been aggravated by restrictive measures imposed by 
other developed countries, as well as by the relatively high 
wage rates in the Canadian clothing industry. 


To put the problem in perspective, the population of the United 
States is roughly ten times larger than that of Canada, giving 
the manufacturers in the United States the benefit of much 

longer production runs which improves their competitive position. 
In addition, the United States limits apparel imports to a far 
smaller share of its market than does Canada. 


The lack of precise statistical data has been the major problem 
which the Board has faced in every inquiry. The difficulties 
encountered in this inquiry were even more pronounced than 
usual, in view of its all-encompassing nature. 


thes prop lem ws not restricted simply torobtainings data, but, to 
obtaining data which is comparable in the areas of exports, 
EMNpOLws, and) manufacturingiactivity in Canada. ‘This is partly 
aS a result of different methods used by Statistics Canada 


ve 


to classify production, imports, and exports: Additionally, 
published data with respect to the quantity of goods produced 
domestically are usually not available until at least several 
years after the fact, while import and export datavare pub] 
lished within several months of the fact. 


For example, the most recent published data respecting quan- 
tities of domestic production relates to the year 1974." Accord; 
ingly, the’ Board Had “no alternative bue to use 1ts- tance 1e— 
sources in an effort to obtain such data as would permit a 
reasonably accurate assessment to be made of the current sit- 
uation facing domestic manufacturers. Questionnaires were 
initially mailed to over 2,000 apparel manufacturers in Canada. 
However, due to the limited response, a decision was made to 
concentrate efforts on 350 of the largest and most significant 
apparel manufacturers (primarily those firms employing a min- 
imum Of 100 people). Over 300 of these firms were personally 
visited by the Board's staff. 


As for the import market, the Board relied on data from Stat- 
istics Canada, despite the fact that in many cases the import 
classifications did not fully correspondiwirth thet product gears 
egories on the Import Control List. An attempt was made, how- 
,ever, to refine the data so that it would correspond as closely 
as possible to the categories of clothing being considered in 
the Gurrentvingnirycs In addi tvony-ethes boardshad di rrercoray, 
determining the types of apparel being imported by the different 
categories of importers: the manufacturers, retailers and trad- 
itional importers. 


In the interim report (See Appendix 6), the forecast provided 
by the Textile and Consumer Products Branch of the Department 
of Industry, Trade and Commerce was for an estimated 51 percent 
increase in imports and a 9 percent increase in the Canadian 
clothing market in 1976. Notwithstanding an increase in dom- 
estic shipments in the first half of 1976, the estimate called 
for an overall annual decrease of 18 percent, with a consequent 
decrease in market share to 46 percent in 1976 from 61 percent 
in L975 © dh wasweva denteats that time: that fiber fuldtampacty) or 
import competition would be felt primarily in the second half 
Ot L976 cand “world con tinue = ite, LOy7 


The revised estimate of the market which follows was also pro- 
vided by the Textile and Consumer Products Branch. It differs 
from the original estimate in that domestic shipments in 1975 
have been revised upwards by some 30 million units and for 

1976 by some 90 million units. Regarding imports, there has 
been a slight downward revision in both years caused primarily 
by a refinement of the data. As a result of all these revisions, 
the domestic share of the market is now estimated to have been 

SD percent hin 19.76. 
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The revised estimate of the market 


Canadian Clothing Market 


TSiias) BO Lows: 


(Malinen Units) 

nS Ey Aa LES phe: Oe IRBs) 1976 
Domestic Sola C8 Weae 360.4 So Ui Cre orry Oke: 
Shipments 
Imports Meeps) Tois:.;5 REG. oS b8 5,4 iho 
Apparent AS esa D.0.6).6 526.9 Bred 0.45% GOW sto 
Canadian Market 
Percentage of 
Canadian Market 
Domestic UE Or 68 64* Syo) 
Imports 27 33 ez 36a Aes 
*Estimate 
Source: Textile and Consumer Products Branch, Department of 


Industry, Trade and Commerce 


The Board recognizes the considerable difference; between this 
estimate of the Canadian clothing market, and thatkcontained in 
the interim report. A major shortcoming of the data is the 
absence of statistics on the actual quantity of garments shipped 
by sdomestire manutacturercs tim b975¢and 19767 cand which  couldeon hy 
be estimated. There is no alternative available which would 
permit a more precise tabulation. Nevertheless, imports have 
seriously affected production and employment in the Canadian 
clothing industry and according to the best evidence available 
acepresen ved initthis chapteryein jury has *comtinued=into: 1977. 


Since the interim report, new evidence has been obtained which 
has shed additonal light on developments in the market during 
taecwiastehalt oro loO7G.and carly. 1977, confirming thersoara’s 
earlier assessment of the impact of imports. As will be seen 
tatersin’ this-chapter; imports an the second and. third quarters 
of 1976 reached their highest levels in the last three years. 
At the same time, manufacturers' inventories of finished goods 
began to increase significantly and by the end of the fourth 
quarter were 30 percent above their 1975 level. Similarly, in 
the case of employment and man-hours worked, sharp decreases 
occurred in the fourth quarter of 1976 compared with the last 
quarter of 1975. Furthermore, the decline in employment and 
man-hours worked continued into 1977. 
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None of this evidence is visible solely from the shipment data 
which were obtained from manufacturers on an annual basis. The 
companies which responded to the Board's survey cover about one 
half the industry on an employment basis and were among the 
largest and generally the most efficient of ithe industry. “The 
data obtained on shipments by category of manufacturer were 

as follows: 


Apparel Category 1974 DOWS LIS 
--- '000 units --- 
Underwear and lingerie 50,094 - Be ee SE RAS SVs 
Children's Wear Ly, Onlel- eS 0:96 207,007) 
Foundation Garments 4.9 07 T5086 14,4254 
Leather Coats & Jackets 24.0 a2 2 Sie 
Swimwear 176.0 oD PARSONS: 
Sleep & Loungewear 5,499 5,443 Syl 
Raincoats 268 241 235 
Pants 257.0 4 DOO 26,629 
Suits & Jackets 1,989 by 334 2pOUad 
Blouses, Dresses, etc. 16,621 LG6,.030 dy, ppleere 
Outer coats & Jackets 1 SS Lies P2es} Loa 
Totals 136, 023 TSO 0S Pah 530 


However, when viewed on a quarterly basis, a completely diff- 
erent picture’ emerges: of conditions prevailing in the industry 
in the second half of 1976. For example,’ information provided 
by joint and advisory committees in Ontario and Quebec on em- 
ployment and man-hours worked in the fourth quarters of 1975 
and 1976 indicates a decline of 9 percent in the number of 
employees Sandsofv1l2'percent. invhours worked i! Details? are 
summarized in the following table. 


Man-Hours Worked and Employment, Fourth Quarter 1975 and 1976 


Employees Hours 

1975 1976 1975 1976 
Quebec — = —— 
Men's and Boys' Clothing Ar SO Cee COG 5,973,694" 5,810,126 
Ladies". Cloaks and Suits SOL eo oe 2093, 49. Yio 
Ladies) Dresses »§ Sportswear. 21,479 13,230 8° 594,708 6,6997 U1 
Ontario 
Men's and Boys' Clothing S173 bey 96 17404, 99 ies Lee oa 
Ladies" Cloaks’ & Suits be O55 mre. 0a 393; 359 358 416 
Ladies' Dresses & Sportswear De ODI SACS 2 17:064, 2849) de07 S706 
Total ASGAI5: 440076291 995 26503355 ae OF eae 
Percentage Change =o = 


*Adjusted to compensate for a three-week strike in December, 
1975 by members of the Amalgamated Clothing Workers' Union 
(about: 50 ‘percent of ttotal iclothingiwopkersmin chat isector) 


Source: Joint and Advisory Committees, Quebec and Ontario 
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Data provided on a quarterly basis, with respect to 148 companies 
in the Ladies" Cloak and Suit Industry in Quebec, employing 

fewer than 50 employees each, show the following information 

fom ethe- last quarters o£-1975 and 1976 each: 


boadles Cloak and Suit industry, Quebec 


Hours 
Sgeichig Total Employees Regular Time Overtime TOtea 
be DS) Pee e MENS, UIC sy Si se psyany) 77 Se Oe 
LOT6 oo 6 5937 2 Ase) De od Bae eye ke! 
Percentage Eile 26 40 ps8 
Change 


Since goods which are destined for sale in the fall season are 
usually imported in the summer months, it is reasonable to expect 
that heavy increases in imports in those months would adversely 
elrecteaotestic production im the following period. “Statistics 
Canada data show that imports increased sharply in the second 
and third quarters of 1976 compared with the same periods of 
1975. The different Joint Committees of Quebec, and the Ad- 
visory Committees of Ontario, reported that man-hours worked 
tiecvem lose Quattver OL 1976 declined by €3.¢6~percent Over the 
last quarter of 1975, and one of the committees showed a decline 
of 53 percent in overtime hours worked in the same two periods. 
As already noted in Chapter VI, overtime is a normal feature 
Olevoreingd, COndltVvOns an the clothing andustry. 


Purthermore data supplied by two Joint Committees -insMontreal 
and an Advisory Committee in Toronto, confirm a serious decline 
in employment and man-hours worked, not only in the fourth 
idee teow 97 oO, DUC alsO wn the hirst uercter Of 19/7, .in 
fact, one Joint Committee reported that early 1977 second- 
quarter figures show an even greater drop in man-hours worked 
tLhanyan the corresponding period forsthe previous years ihe 
data obtained from the various Joint and Advisory Committees 
are given in the following table: 


IN =D 


Employment /andyMan=Houns Worked: 3) 5197.6 sand 007 
Hours 


Overtime 
1976 1977 


Regular 
OG 


ALONG" ae 


Number of Employees 


Industry Sector EG ooh Le Ofer), 


Dress Cloak and cass 
Sure industry; 

Quebec, January 

and February. Ses: ZOO 6662.3 5498. Pa 2942 eo 
Percentage 


Change Als) Sis) — 34 


Men's and boys' 

Clothing “Lidus try 

Quebec and Ontario 

fForst Ouacter pes 5 deere s 6642.4 240.1 


T eGR STS F) 13 SeaG 


Percentage =90 ers! -44 


Change 


Statistical and other data on imports are set forth in detail 
in Chapter IX. However, from the following summary it will 
be noted that while the increase in total imports since 1975 
was 46.3 percent, increases on a quarterly basis ranged from 
ZImpercents to 69 pencent . 


IMPORTS OF CLOTHING SUBJECT TO INQUIRY 


POO. Unt eS 
Percent changes 
Quarter 1974 LOorS OFF 6 Sap AS ITT = eth 
Paes t 46,586 Set shel Tig ki eas 6G 36 
Second 42,645 Die) oe O70 50 = 69 
Algae cM RS Bays) 44,561 Tee OOS 6 61 
Fourth Be oo C47 OL. Sew 34 25 
To tad 86.674. 8 SO One Le oO deal 46 
Coupled with the sizeable increases in imports of clothing, depart- 


ment store inventories rose dramatically during the same period. 


Furthermore, 


it can be seen from the following table, 


that the 


finished goods inventories of garment manufacturers also increased 
SiG da cantly in thew third and wourth. cuamtece: Ot. lomiGe 


EV=6 


Clothing Inventories 


(Mt ivons of Dollars) 


Garment Manufacturers 


Department Stores Finished Goods 
Pe wecen-c Pep eceine 
Quarter Oye ES Change Wes) ESE Change 
Panis c 414.9 HON 2M Sigel A Uae) =a 
Second 384.7 Dee Otero Si Lain) drs icy: 6 
inaGknete 443.1 COU, 36 1S 29 Node <0 2k 
HoOurth BI 6..5 468.9 18 L349 LIS ss 30 
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THE CANADIAN CLOTHING INDUSTRY Chapter V 


According to 1974 statistics the Canadian Clothing industry 
1s comprised’ off 2,104 firms’ rahging in: size: from very ‘small 
to large companies producing a wide range of apparel, with 
annua IMiSaless Ups tose .o- bul laonedollars.o. Withinsrchesandustrys 
use is made of outside contractors who manufacture partial or 
complete apparel articles for other manufacturers on a con- 
tract basis. The major sections of the apparel industry are: 


a 


Men's and Boys' Clothing Industry. This sector prim- 
arily produces suits, overcoats and jackets, pants, 
outerwear, shirts and other apparel. 


women's and Girls’) Clothing Industry. This -segment 

of the industry primarily manufactures coats and suits, 
dresses, sportswear, lingerie and miscellaneous 
wearing apparel. 


Children's “and Infants. Clothing Industry = “fhe mann 
products manufactured in this sector are: coats and 
other outerwear, suits, dresses, caSual wear, under- 
wear and other items. 


RoundatronGarmenetindustry. “Produces primarity, 
women's undergarments. 


Knitting Mills. Products made: knitted wearing 
apparel. 
Fur Goods Industry. The main products made by this 


sector are fur coats and other fur garments as well 
aS accessories and trimmings. 


Hateand Cap slicuctery. = roduces Navtseand =caps -of 
various fabrics as well as millinery. 


Items 6 and 7 are excluded from this inquiry. Items 1 to 5 
inclusive, which were the subject of the Board's review, 
include 1874 manufacturing establishments. 


BACKGROUND Clothing manufacturers in Canada gained industry 
status in the early 1900's when mass production of women's 
apparel was introduced. Tt was not, <howeveér;, until aitcer 
World War II that the importance of styling became signifi- 
cant. The late 1950's saw the beginning of rapid growth and 
Hew approaches to styling, production and markecting@oL qari. 


ents. Increasing affluence, leisure, advertising and inten- 
sive promotion campaigns accelerated the demand for more var- 
iety in style and fashion. In brief, most segments of the 


apparel industry became much more fashion conscious. 


In the late 60's a fashion revolution occurred within the 
apparel industry. Among the more dramatic changes was the 
so-called ‘peacock revolution' which transformed the tradi- 
tional men's wear sector of the industry of white shirts and 
dark suits into the kaleidoscopic portions of the early 1970's. 
Fun furs, bell bottom trousers, mini skirts and patterned 
stockings were some of fashion's dimensions in other product 
areas. Traditional fashion capitals have largely retained 
their influence but many Canadian manufacturers have devel- |: 
oped the capability of producing distinctive Canadian styles 
successfully. In this regard, Montreal, Toronto and Winnipeg 
have become the Canadian fashion centres, and are on their 

way to establishing themselves internationally. However, 
according to the industry, Canadian designers continue to face 
the problem of having their lines readily accepted by the 
retail trade in Canada. Competition from 'Made in Europe' 
labels is very pronounced and it requires much perseverance 

on the part of Canadian designers to obtain the acceptability 
for their creations by the retailers of fashion merchandise. 


In today +s ,clothing industry. garment, manufacturers, tend, to 
be classified according to type and quality of garment prod- 
uced. There is considerable flexibility with respect to styl- 
ing and materials used as producers adjust their lines to 
meet the specifications of buyers or to lead or keep up with 
fashion changes. At each phase of textile and apparel prod- 
uction the output becomes the major raw material for the next 
phase. This means that the primary textile industry which 
supplies 45 percent of its output to the apparel industry is 
indeed very heavily dependent on the apparel sector for main- 
faining fists eviabidast ye. 


Similarly, the economic well-being of the clothing industry 
is dependent on a healthy fabric manufacturing sector. Many 
apparel manufacturers find it both desirable and advantageous 


to collaborate with their Canadian fabric suppliers to develop 
quality fabrics which reflect the demands of the market-place. 
It is doubtful that the degree of rapport that has evolved be- 
tween the clothing producer and the fabric manufacturer could 
Devouplicated with foreign fabric supplvers, particularly in 

view of their apparent priorities of supplying the demands of 
their own market or those of the more lucrative export markets 
such as the United States and the European Economic Community. 


Nevertheless, many clothing: manufacturers feel that they must 
miporte at. least 4 portion, Of their fabric requrrements. While 
Piiswactilon, us Motivated by price, in some wnStances, in Other 
instances it arises out of non-availability of the fabrics in 
Camda, soe Lie, taActmenat. the Guality, .of, fabric required 1s not 
PLOGUCea an ~ChLS COuntLyY. With respect to the importation of 
fabrics, some clothing manufacturers feel that Canadian tariff 
rates are too high and are of the view that these rates should 
be reduced in the case of fabrics which are not available in 
Canada. 


SUG TURE AND, LOCATLON Of THE INDUSERY = In the apparel industry 
the geographic concentration of production is less pronounced 
than in the case of the primary textile industry. The follow- 
ing table shows the location of manufacturing plants and employ- 
ment by province and average employment per establishment in 
1974: 


Gis) (29) 


Establishments Production Employment 
Number Percentage Morton Per Establishment 
Quebec 1,467 See i 67,360 46 
~Ontario 449 21e-3 Soe 50 
Manitoba SES: aie OrsO.2-o 70 
Brvbish- Co Mimbiae 48 PEPE 21,70 6S S55 
Alberta Ips. aoc LEY s 70 
Saskatchewan 8 4 59 iis: 
Nova Scotia 8 ) ) ) ) 
New Brunswick 3a) Sey) 986) 82) 
Newfoundland iy) ) ee) ) 
All provinces 2,104 63? 100.0 OSG 49 


cr) 
(3) 


G2) 


Source: Statistics Canada; Apparel Manufacturing Industry 


Includes manufacturers of gloves, hats and caps, 
hosiery and miscellaneous clothing n.e.s., which 
are excluded from the Board's review 


From the previous table it can be seen that the heaviest con- 
centration of the industry is in Quebec, the major centre of 
apparel manufacturing being Montreal, with other apparel man- 
ufacturers located in some 140 smaller centres such as 
Drummondville, St. Hyacinthe, Chicoutimi, St. Georges de Beauce 
and Victoriaville. In many of these centres the apparel man- 
ufacturing plant is either sole employer or one of the more 
important employers. 


Ontario is the second largest area of concentration for the 
apparel industry. A major portion of manufacturing plants 
are located in Toronto with the remainder located in smaller 
centres, generally in the western part of the province but 
within relatively easy commuting distance from Toronto. 


Manitoba is the third largest province in terms of the number 
of establishments. With only a few exceptions, the entire 
industry is located in Winnipeg. Smaller segments are located 
in British Columbia and other provinces. 


During the past several years, a number of smaller companies 
have gone out of business or have been acquired by larger, more 
successful companies. New companies have commenced operations 
and overall there has been a slight increase in the number 

doing business today compared with 1970. There have been 
mergers and acquisitions to develop multi-divisional operations 
whereby common services would result in reduced costs. Optimum 
Size and control of operations has been one of the character- 
istics in the development of multi-plant operations. The separ- 
ation of operations into a number of specialized plants, each 
producing similar or like items but tied in to a central orga- 
nization for overall direction, has resulted in stronger manage- 
ment at all levels. 


Among the advantages listed for the multi-divisional type of 
operation are the following: 


It avoids duplication of senior administrative staff. 


The larger group can negotiate better financing arrange- 


ments and rates. When financing needs are pooled, the 
flexibility of the company and its component units is 
strengthened. 


Fabric and other material purchasing is combined advant- 
ageously. 


Production can be more evenly scheduled. 


Selling and showroom expenses can be reduced. By 
coordinating lines, buyers can be influenced to 
make fewer stops. 


CAPITAL AND REPAIR EXPENDITURES The apparel industry, being 
much less capital intensive than its major supplier, the pri- 
mary textile industry, has nevertheless, over the period 
1974-76, invested some $51 million on new construction and 
machinery and equipment which, combined with repair expendit- 
ures of some $19 million, gives a total expenditure of $70 
million for this period. Expenditures by years are set forth 
in the table below: 


Expenditures 


Year Capital Repair Total 
(Millions of dollars) 


1974 Zee 7%. 0 243 
L975 15.6 5.8 Dla 
1976 NElsy ay! 58 21) 2 
Toca Sa 18.6 69.9 
Source: Statistics Canada 


The decline in total spending in each of 1975 and 1976 was ap- 
proximately $6 million from the 1974 level, equal to 22 percent. 
According to the industry, this decline has been caused mainly 
by the heavy influx of imported apparel, particularly from the 
low-cost countries. In this connection, a spokesman stated: 


If investment is low at the present time it is because 
the investment climate is poor primarily because of 
uncertainty due to imports. Investment has not stopped 
and if you were to check with machinery suppliers we 
think you would find people are still buying machinery. 


It was further pointed out that investment by the industry on 
a continuing basis is essential in order to maintain its com- 
petitive position in the small Canadian market. 


In the joint brief submitted by the associations representing 
the manufacturers in British Columbia, Manitoba, Ontario and 
Quebec it was stated that: 


Canadian apparel manufacturers industry uses the 
latest of what technology has to offer as soon 
aS it comes on the market. It can match the 


productivity level of other countries in terms 

of output per man-hour. Productivity increases 

as high as 30 percent have been achieved by 

adopting new technological developments. Opportun- 
_inities have been identified for further significant 

productivity improvement through better utilization 

of human resources, production methods and machinery 


development. In -order to invest in advanced tech- 
nology, manufacturers must have a more stable market 
Situation. 


The’ substance of these remarks was frequently repeated by manu- 
facturers or their association representatives appearing before 
the Board. Because of uncertainty with regard to the future 
level of imports, and consequently the market share available 
to Canadian manufacturers, there was reluctance to commit sub- 
Stantial sums for new capital investment. 


Turning to investment per employee, the industry stated that 
when uSing Statistics Canada data it can be demonstrated that 
for the past decade the cost of job creation in the textile, 
apparel and knitting industries has been relatively low. In 
this connection, the industry estimated that investment per 
new job over the past 10 years in apparel and knitting has cost 
only 40 percent of what it would have cost in most Quebec in- 
dustries, and less than a tenth of what a new job costs in the 
higher technology industries. The Board iS aware that in the 
more labour intensive industries like the apparel industry, 
investment involved in establishing a new job tends naturally 
to be somewhat lower. 


PRODUCTION EFFICIENCY In written submissions to the Board and 
in statements made at the hearings in various parts of Canada, 
frequent reference was made to inefficiency in the apparel manu- 
facturing industry. This is a serious allegation since to the 
extent it could be proven it would have an important bearing on 
the viability of the industry and its capability in meeting for- 
eign competition. Consequently, members of the Board closely 
questioned those making these statements to determine the facts 
on which their statements were based. 


Those making the statements did not appear to have any hard 
facts to support their claims and for the most part they had 
not obtained the advice of people or firms qualified to make 
such a judgement. Consequently little credibility could be 
attached to these general statements. Nevertheless, the Board 
pointedly questioned manufacturers who appeared before it 

with regard to equipment and facilities and the degree of 


qualified professional management employed in their operations 
in four main areas; production, human resources, financial 
planning and control, and marketing. As might be expected a 
wide range of answers were received and obviously there was 
considerable variance between large and small operators. The 
results of the Board's questioning might be briefly summarized 
as follows: 


some, and this was particularly true of the larger 
companies, were highly sophisticated in all areas, 
employing qualified professionals in key positions. 


Some were highly sophisticated in some areas but 
note "LN -others:: 


Some used outside consultants extensively with 
good cost saving results. 


There appeared to be heavy emphasis on the use of 
the latest equipment and many stated their plants 
to be air-conditioned. Attendance at international 
equipment shows seemed to be the normal procedure. 


Computer-controlled pattern making and 'laying-out' 
of patterns to reduce wastage in cutting cloth has 
been introduced by a few companies. 


It appeared that some companies employed the latest 
equipment but probably fell short in the use of 
sophisticated management techniques. 


The very small companies lacked a broad range of 
management skills because of their size, which 
placed an added strain on the owner or manager 
where he had to be a *jyack-of—all—trades”™. 


Many companies had their own ‘'in-house' training 
facilities for operators, some using television 
taping which could be played back to the trainee, 
hand and eye dexterity tests and other current 
training programs in manning their operations. 


Some companies did not have a training program 
and consequently complained of a lack of trained 
operators. 


Since the degree of efficiency or inefficiency in the industry 
would have a major bearing on the conclusions in the Board's 
report it was decided that an independent outside opinion 

should be obtained. For this purpose the management consulting 


firm of Kurt Salmon Associates - Canada Ltd. was employed to 
Survey a representative number of Canadian manufacturing 
plants and to make a general comparison with U.S. companies of 
roughly similar size and type of operations. A covy of their 
report is attached as Appendix 7. It would not be feasible 

to try to summarize their findings but one of their comments 
would appear to generally cover the situation. In a number of 
areas "...the total sample of American firms performed better 
than the total sample of the Canadian. Again, it must be 
stated that the larger Canadian firms performed better than the 
overall Canadian sample, and in some instances better than the 
American firms." 


Kurt Salmon Associates - Canada, Ltd. is a wholly-owned sub- 
sidiary of Kurt Salmon Associates in the United States. The 
two firms estimate that over 90 percent of their clients are 
textile and apparel manufacturers. They are recognized auth- 
Onitres in this’ field. 


In addition, a senior officer of the Board met with the rep- 
resentatives of major Canadian suppliers of equipment to 
apparel manufacturers to obtain their assessment of the 

extent to which the Canadian companies have availed themselves 
of the latest developments in manufacturing equipment. 


Five equipment suppliers were visited. The general consensus 
of the views expressed by these companies was that the Canadian 
clothing manufacturers are progressive and wherever possible, 
are quick to adopt the latest developments in equipment and 
technology in their operations. A memorandum summarizing the 
results of the interviews is attached as Appendix 8. 


Lastly, members of the Board and senior staff members have 
visited over 100 plants during the latter part of 1976 and 
early 1977 to gain first hand impressions Of working conditions, 
the general condition of plant and facilities and the degree to 
which modern manufacturing equipment and material handling 
facilities were in use. Those selected ranged in size from 
large to small and were believed to be representative. The 
general impression gained was that for the most part the work- 
ing conditions were good to excellent, the lay-out of the mach- 
inery and equipment in the plants was efficient and there was 
evidence of modern, up-to-date production equipment and material 
hand tang Ttaca Leties. 


From all of this - the Board's questioning of manufacturers 
who. appeared before it; the survey carried out by Kurt Salmon 
Associates - Canada, Ltd., interviews with equipment manufac- 


turers; and finally plant visits by members of the Board and 
its staff, has led the Board to the conclusion that generally 
the industry operates with an acceptable degree of efficiency. 
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As will be found in almost any industry there is a wide spect- 
rum, ranging from those companies which operate with a high 
degree of efficiency to those which are not efficient and as a 
consequence are marginal producers. Based on the data gathered 
by the Board as outlined above it is not possible to say whether 
the industry overall operates at an above average rate of effi- 
ciency or not. Nevertheless, it has been clearly demonstrated 
that many of the manufacturing plants use the latest in modern 
manufacturing equipment and utilize professionally trained and 
qualified management personnel. 


However, production efficiency must be accompanied by effect- 
ive quality control. Throughout the Board's hearings frequent 
statements were made by retailers and others suggesting poor or 
Gaecequare.dvality COnuroleous tie, part of Canadian manuract— 
Uieerce This owas in relation to such, things as the finished 
garments not meeting specifications in terms of size, colour 
and general workmanship. Kurt Salmon Associates - Canada, Ltd. 
have also reported on formal quality control systems in cutting 
and sewing. Their report shows that in the group of Canadian 
companies surveyed only 22 percent had formal quality control 
systems in the cutting operations compared with 55 percent in 
the United States. In the sewing department 19 percent of 

the Canadian companies had formal quality control systems 
compared with 77 percent in the United States. 


The findings of Kurt Salmon would seem to support, to some degree 
at least, the general complaints registered by the retailers 
anlerourenxs 


It would appear that those who complained of inefficiency in 
the apparel manufacturing industry were confusing efficiency 
WitielOwer= production COSEtS ain. Lowswage countries. One of the 
major reasons for the increasing level of apparel imports from 
low-wage countries is the great disparity in wage rates. MThe 
average hourly compensation of apparel production workers in 
Canada 1S approximately $4.00 an hour compared with 38 cents 
GamikOredsaia 46 ‘Cents in Taiwan, in 2976) Since. Vabour accounts 
for somewhat over 30 percent on average, of the Canadian manu- 
facturing cost of a garment, there is a considerable labour 
cost disadvantage to Canadian manufacturers. With the mobility 
of capital, entrepreneurs can readily establish modern manufac- 
Pumpigaplancs in the low wage countries and; ,taking full advan— 
tage of the local low wages and incentive programs to encourage 
exports, undersell Canadian produced goods. 


iimaccordance with Section 19 (bp). of the Textive. and, Clothing 
Boerar Act, companies claiming injury on threat of anjuny from 
import competition are required to file plans with the Board. 


The plans are intended to show how the companies propose to 
adjust to market changes resulting from import competition. 
The present inquiry is wide-ranging and a considerable amount 
of data has been accumulated by the Board with regard to oper- 
ations and plans of a number of apparel manufacturers. Inclu- 
ded in Appendix 10 is a condensed summary of the responses 
received from some 300 companies with regard to their plans 
for the future. Lt isthe intention of, the board. co monLtton, 
on a continuing selective basis, the progress being made by 
various manufacturers in implementing their plans and their 
ability in satisfying consumer demands. 


PRODUCTIVITY AND DEVELOPMENT CENTRE The establishment of a 
"Productivity and Development Centre' for the apparel industry 
was an integral part of the Textile Policy announced in the 
House of Commons on May 14, 1970, by the Minister of Industry, 
Trade and Commerce. Shortly thereafter, an industry-government 
task force was created and charged with carrying out a study 

of the government's proposal, and with recommending to the 
industry and the government the most appropriate type of centre, 
the services it should provide and how it should be funded. 


The task force carried out extensive research, which included 
visits to selected European and United States centres and 
institutions. Based on its research, the task force issued a 
report in October 1972, setting forth its recommendations which 
were as follows: 


1 A productivity and Development Centre for the 
Clothing Industry be established; 


2 The Centre should have the facilities and 
professional personnel to carry out the 
following tasks on behalf of the Clothing 
AG Mol ak=j ea ahege 


a. Organize special training courses for 
industry personnel on technical and 
managerial methods as practised in, or 
applicable to, the Clothing Industry; 


b. Organize seminars dealing with recent 
advances in clothing technology, factory 
Management, business practice, etc.; 


c. Establish and oversee a national cur- 
riculum for training line personnel; 


d. Demonstrate new machinery and systems includ- 
ing the evaluation of the performance of each 
machine or system and the provision of advice 
Ole Tes sSUMtLab tla ty, corm nCcOrporatrone It a 
company's operation; 


en Conduct surveys on some om ‘all aspects ‘of a 
company's operations; make recommendations 
concerning restructuring with attendant costs/ 
benefits; 


f. Provide services in areas of activity where 
equipment costs and demand make it uneconomic 
Lor individual firms tor acquire this equipment, 
erg." Computer zed Ppattern—grading; 


Gy “Maintain amibrary and intormation, Service 
concerning matters affecting the Clothing Industry; 
issue a technical newsletter written in lay 
language; 


Neeweste fabrics: and bandindgs sor Sua tabidn ty ston 
clothing manufacture, and test garments for wear 
and performance, and set standards; 


1. Undertake development projects on behalf of 
individual companies or groups of companies; 


j. Maintain close and effective relations with 
government departments and their agencies with 
respect to all matters affecting the productivity 
or technical development of the Clothing Industry. 


Since 65 percent of the Industry is located in the 
Province of Quebec, the Centre should be located in 
the Montreal region. It should provide equal service 
Serequalvcostacoeatis reqvons "OL Canada, and should 
Sseaolush etre ld oOLmLCcessandseLograms in «clLocn ung, 
manufacturing centres other than the one in which 

the Centre is located; 


A non-profit corporation be established with full 
powers to operate the Centre; 


The initial capital cost of the Centre be met by 
a grant from the Department of Industry, Trade and 
Commerce of approximately $1.1 million; 


For the first three years, the operating cost of 
the Centre should be paid by the Federal Government, 


4 
yp 


with appropriate charges being made to individual 
companies for services rendered in excess of a 
Certain, amount provided) gratis. During icthemnex: 
two years the cost of operations will gradually 

be taken over by the Clothing Industry. There- 
after, the Industry will assume full responsibility 
for providing the funds necessary to operate the 
Centre. 


Unfortunately, the recommendations were never implemented. 


As indicated earlier, the Canadian apparel industry is made up 
of some 2,100 establishments which range in size from very small 
(five or six employees) to very large companies with upwards of 
1,000 employees. The establishments are scattered from coast 

to coast. The medium to large companies can afford to retain 
professional managers and technicians on staff or employ outside 
consultants :for help in manufacturing problems; but this 2s#noe 
feasible for the small operator. Consequently, the small oper- 
aLOD 1S) ata Grstincee, disadvantage wien he, needs, Lechiicaliog 
professional help. The establishment of a productivity and devel- 
opment centre as envisaged by the Minister of Industry, Trade 
and Commerce in 1970, would have been of major assistance in 
this regard. 


Some regional sectors of the industry have taken initial steps 
to provide some of the services that could be expected from a 
productivity and development centre. For example, in 1963 the 
industry in Toronto formed the 'Needle Trade Management Assoc- 
lation of Ontario". The Association aims to promote the dev- 
elopment of managerial personnel through courses, seminars, 
dinner meeting programs and plant wisits. The industry an 
Manitoba is presently negotiating with the Federal and Provinc- 
ial governments to establish a productivity centre intended to 
make engineering and productivity expertise available to every 


£Lem in, Manitoba... This: walle bev on-stream 1.1977). pelne adda uLom, 
the Manitoba industry has held courses and seminars sporadically 
Over the past five years. Recently it has come to an arrange- 


ment with the Manitoba government on a shared-cost basis, which 
will provide a comprehensive three-year course to all super- 
visors and middle management personnel, covering motivation, 
communication, supervision and enhancement of people skills. 
These courses will ‘start in 1977 9 Phe Anadustuy. wm Vancouver 
has also made some moves in this direction but on a more modest 
and less formal basis. It has established a machine operators' 
training school and management has organized informal meetings 
to discuss mutual problems. It is understood that discussions 
are currently being held in the province of Quebec leading to- 
wards the establishment of some form of productivity centre, 
but nothing is in operation there now. 


Worle sthese efforts are highly praiseworthy, and -show a good 
Geal of initiative on the part of those who organize these 
aibairs, they Leave out large sections of the country and 
consequently do not include many companies which need assist- 
ance. 


During the recent hearings of the Board in major cities across 
Canada, questions were regularly put to manufacturers with 
regard to contemporary production practices and procedures, 
and the degree of professional management which manufacturers 
employ in their operations. Some appeared to follow highly 
sophisticated methods and procedures indicating a high degree 
of efficiency; others appeared to employ varying lesser degrees 
of sophistication. But the fact clearly emerged that there is 
BeVeLy suet needm Ore a  hacwiakyoam Canada Capable! ofmproviding 
technical aid and advice on equipment selection and production 
and management problems, and opportunities for formal training 
for management at virtually all levels. 


he olothing manuracturang is: highly labour intensive, major 
efforts have been made in recent years to develop labour-saving 
devices, and currently this is receiving increased emphasis. 
Because, ore ther continually rising labour costs, manufacturers 
Will have to introduce new pieces of highly mechanized and 
SemlL-automatac equipment into their factories.* It, appears 


that technological developments in apparel manufacture 
Mieeecceterating;eLhustmaking morezand-more highly =technicar 


and sophisticated equipment available. On the one hand, this 

is a desirable and necessary development, but on the other 

hand it places added strain on the management of manufacturing 
plants, to be able to select the most appropriate new equip- 

ment which will best suit particular operations. This problem 
will be especially felt by the small operators who, because of 
their, suzey cannot afford highly qualified technicians on their 
staff. A properly organized productivity centre would be of great 
assistance in appraising and comparing the. relative strengths and 
Weaknesses Of competing vequipmenmt and in providing unbiased 
Opinions on the most suitable equipment in the particular 
CLccumstances. 


The function of management and supervision in any business has 
become increasingly complex and demanding over the past several 
years due, amongst other things, to speed of cummunications, 
more complex technology, social change, and more and more in- 
trusion by government in the private sector. 


Pieenoec ser Orethe appareiyaindusery, there istalso > thes problem-of 
greatly increased style consciousness. It is predicted that 

tlre responsibilities of management will become more exacting, 
Pevlicmarlyntor the apparel industry with its snereasingly 


sophisticated equipment and methods. Planning, rescheduling 
and control will have to be more precise, if larger amounts 
of production have to be obtained from relatively smaller 
numbers of, specialized, high production; machines: 


Plans and schedules must be continuously reviewed and updated 
for styling and. quantity: changes. Supervision must be” kept 
abreast of current developments, so that needs and shortages 
can be anticipated. As new manufacturing trends develop in 
the apparel industry there will be a need for more and better- 
qualified: supervision, to control©and get) the utmost efficiency 
out of new production equipment and processes. Consequently 
there is now; and! there@iwallt beyia rapidly” increasangeneed 

for the best: dai laities: for’ traingng apparel manufacturing 
management and supervision, to meet the demands of the in- 
dustry and to keep the industry efficient. Equipment and 
people must be managed. It is the success of management 

which basically determines the efficiency of an operation, 
using the equipment and the work force to the best advantage. 


This need for management and supervisory training could be 
satisfied im darge.part by a,productivity centre, and? immedtate 
steps ‘shouldbe, taken to: reactivates the, recommendabs onsPormuic 
task force in 1972. The Board believes the work of the task © 
force should be reviewed. inthe: light of ftoday"stcircums tances, 
which it is felt will inevitably lead to some modifications of 
the 1972 recommendations. For example, in the Board's opinion, 
recommendations .2e) , 2(£)\-dand- 2 Ga Jecontemplatetservicesiwhich 
wish) be. digtiiculte for-a centraleagency tosprovidesand which 

can be provided much more effectively in the private sector. 

At most, the productivity centre management might provide advice 
to the manufacturers on the selection of private sector firms 
for these services. 


in any-event ; the, Board,considers sestoibesorttiequtimost aps 
ortance that a productivity and development centre be procee- 
ded with at an early date. 


IMPORTANCE OF “THE ENDUSTRY CTO “THE ECONOMY- “Phe mndustry isan 
important employer of Canadians who otherwise might have 

limited job-opportunities .vaTrvaditionglly, Ene apparel mdusery 
has been a source of employment for newly landed-immigrants, 

for whom Manguage and’ \Packtofetratning oniyski lLissaresbarraersoce 
many forms of employment. The labour scene is expanded in some 
detain. ini-ChaptersiVviecbut abe thisy pote: theeimpor tance Of ene 
industry to labour and localities is emphasized. 


The interrelationship between the primary textile industry 

and the apparel industry has already been emphasized because 
the apparel industry draws heavily on the primary textile in- 
Cine Ou tS raw material requirements. In “addition <toe the 
Pee Or Labrics and yarns by “avparel prodiicers a number ‘of 
Binjer ANdustraes ane “major Suppliers to: thas; industry, Aneclud- 
mig Makers of thread; buttons and Zippers: 


Thread manufacturers have stated that they are feeling the 
eirect Of the sizeable increase of apparel imports on their 
OMe ul. «sh -SPpOkesmanm fon va large «supplier of ‘thread stated 
Giaieriad 29/5) npoerted "garments “contained about 1-25.-miliivon 
pounds of Sewing thread. He’ further indicated ‘that for 1976, 
the dramatic increase in apparel imports resulted in a sig- 
nificant increase in the amount of thread imported which 

was estimated to be about 2.3 million pounds. According 

to the spokesman, this increase in imports of sewing thread 
would likely cause the loss of 100 jobs in Canada by the end 
of 1976. The adverse effect on his own company was already 
being felt, with a reduction of 10 percent in employment, a 
reduction in the work week from 5 to 4 days and operating at 
about OO percent capacity. 


The Board has been advised that Canadian producers of buttons 
and zippers whose major customer is the apparel industry are 
also being adversely affected by the large increase in imports 
of wearing apparel. 


In addition, the Board received a brief from the Institute of 
Commission Dyers, Finishers and Printers who expressed serious 
concern at the effect imported garments were having on the 
Operations. of therr member efirms;, " Le was stated “at the’ January 
hearings that the Institute's members' plants were then oper- 
ating at between 50 and 60 percent of capacity with employment 
down on the average of 25 percent. Employment in one mill is 
reported to have declined from 185 persons in 1973 to 85 persons 
in 1976. This drop was experienced only in the last year and 
according to the Institute, corresponds to the great surge in 
apparel imports during the same period. 


Frequently, the statement has been made that many clothing man- 
ufacturing plants should be closed down because of the higher 
cost of production in Canada, compared with low-wage countries. 
It is also said that those laid off by these plant closings 
Should be re-trained for high technology industries. However, 
there are practical problems in attempting to carry out such a 
proposal for the following reasons: 


What high technology industry is available or 
that can be established and financed to employ 


the displaced apparel workers; 


The apparel industry being labour-intensive, 

a major financial investment would be required 
to accommodate the persons displaced by any 
sizeable number of apparel plant closures. 


According to the industry it is demonstrated by figures pro- 
duced. by «Statistics, Canada. that, foreach, million dollars o£ 
clothing output 69 persons are directly employed in the in- 
dustry, and, aS a consequence, a further 104 persons are employ- 
ed in other industries. Based on these figures, it can be 
readily seen that increased apparel production will contrib- 

ute directly and effectively to reducing unemployment. 


Apart from providing employment for a large number of people, 
the apparel manufacturing industry has a further important 
contribution to make to the Canadian economy, and that has to 
do with security of supply. There are serious hazards in pla- 
cing too much dependence upon foreign sources in case of war 
or serious international tension. This was brought home clearly 
during the period from 1939 to 1946, when the critical and 
strategic importance of the domestic industry was recognized. 
Even with the best will on the part of the allied countries, 
ftiawas: NOt possible duringsyearsyOrscrisis.oOr Uncertaintyeco 
secure adequate textile and clothing supplies off shore. The 
Canadian industry was called upon to devote almost its entire 
Gapability toythe production Of stextile sand clothing pro— 
ducts designated by government ranging from specialty fabrics 
to serges used by the Service Forces. 


The recent experience of Sweden and the problem that country 
has encountered through adoption of a relaxed textile and 
apparel import policy is noted. The two industries, textiles 
and apparel, declined steadily from the early 1950's which was 
reflected in a drop of employment from 115,000 to 50,000 by 
1974. It is understood that Sweden became concerned with 
security of supply which might arise in the case of any inter- 
national disturbance, and introduced a number of import restric- 
tions covering goods considered to be particularly sensitive. 
Accordingly, bilateral restraint agreements were concluded with 
a number of low-wage countries, in order to give a degree of 
stabilaty -to the. domestic, industry nd- ensure that 2 could 
provide basic strategic supplies. 


VLG 


EMPLOYMENT The 'Labour' chapter of this report provides 
extensive detail on employment and wages in the apparel 


mrouoceny. Ui summary, be 1s important” to note that 1n-1976 
approximately 114,000 were employed directly in the industry 
in Canada. The employment multiplier (which is explained on 


made 7 OL Chapter VI) for the apparel manufacturing industry 
is 2.5. When applied to the direct employment for 1976 as 
shown above, the total employment supported by the apparel 
Madustry in that year would be 285,000. 


Taken together, the apparel industry and the textile industry 
pea cNe second largest employer in the manufacturing industry 
Sector in Canada. 


PROTECTION AFFORDED “THE [INDUSTRY The tariff protection affor= 
Pe dethe clotoinceindustrys nas been vhagher than ton other scc— 
tors of Canadian manufacturing. However, according to the 
Mico) = Gie sexLStinGg tariti structure 1S inadequate by Lb— 
self to offset the cost advantages enjoyed by the 'low-cost' 
GOuncrles "1n) the production .o£f apparel which they export to 
Gapada. slit has been pointed out that, the existing rates of 
duties in some cases do not appear to provide an adequate 
level of protection against developed countries, partly due 
to the high rates of duty on the fabrics required of the 
Canadian industry. 


in the period 1945-1960, tariffs on textiles and apparel 
showed little change from the pre-war level. There were, 
however, modest reductions in the textile tariffs resulting 
from the original GATT negotiations, but these changes had 
little effect on the Canadian industries owing to the import 
controls which were in effect at that time, and the economic 
dislocation in war-ravaged countries of Europe and Asia. 


The granting of MFN treatment to Japan in 1954, under the Agree- 
Meni on Commerce concluded between Canada and that country, 
brought about a substantial reduction in the rates of duties 
apDe ted tO products imported from Japan, including apparel. By 
this time, much of Japanese industry had been rebuilt and they 
were in a position to export sizeable quantities of textiles 
@nd apparel to Canada, which they did. Coupled with this, the 
United States was left with excess capacity following cessation 
of hostilities in Korea, which led to a resurgence of exports 
to Canada from that country. The problems created by these 
developments were, in part, responsible for a major review of 
textile tarirts by the Tarith Board an 1957, 


The last series of important tariff changes took place during 
the Kennedy Round negotiations. Canada granted tariff reduct=- 
ions on a number of items. However, the industry was left 


with a higher level of protection, both in comparision with other 
Canadian manufacturing industries and most textile industries 
abroad. 


THE MARKET It is estimated that the Canadian producers' share 

of the Canadian market has declined from 73.0 percent in 1971 to 
approximately 55.0 percent in 1976. The problem of producing 

a wide variety of apparel involving short-runs for a declining 
Share of a small market is further compounded by the fact that 
Canada has never been a major exporter of wearing apparel. This 
Overall situation has greatly hampered the industry in its attempt 
to improve its competitive position both domestically and 
internationally. 


EASE OF ACCESS TO THE CANADIAN .MARKBE=VS UsS Ax MARKET “Canagay, 
as one of the world's major trading nations has tended to keep 
this country's non-tariff barriers to a minimum. Under these 
conditions, substantial increases in imports, particularily of 
textiles and apparel have caused market disruption in the small 
Canadian market of some 23 millions of people. Large volumes 

of textiles have entered Canada at prices so low that the exist- 
ing tariff offers minimum protection for the Canadian manu- 
facturers. In many cases the low prices cannot be attributable 
to dumping, therefore the Anti-dumping Act cannot be applied. 
Hence, to provide further protection, Canada has had to instit- 
ute these special measures of protection to assist domestic ind- 
ustries, In so doing, Canada has carried’ -out.1its low=cost wimpore 
policy on textiles primarily within the framework of the I.T.A. 
using mainly Article 3 in applying selective restraint measures. 


On the other hand, the United States with a domestic market 10 
times the size of the Canadian market began its restraint pro- 
gram under what is referred to now as Article 3 of the I.T.A. 
but abandoned the selective approach at an eariy stage when it 
proved unmanageable in the light of the large increase in tex- 
tile products amported Lrom+a multiplicity of Vow-cost vsources. 
The United States adopted instead, a comprehensive long-term 
approach to textile restraints of up to 5 years, under Article 4 
Ofbethesk. TA; supported by i\domestrewlegris ll aceron contained ein 
Section 204 -0f sthe curs Agricultural GAcCe. + ArteLele yo-oLrethe 
I.T.A., used extensively by Canada, is now used sparingly by the 
United States and mainly in the event that comprehensive agree- 
ments cannot be reached under Article 4, or when only one or two 
products appear to be the sole cause of threatening injury. 

Only a small number of these selective agreements are in force. 


It would appear that the use of comprehensive agreements cover- 
ing broad ranges of apparel have given the American industry 
a degree of protec tion which bas meantuatheat ther: sinductry kas 


bec able tO retain over 80° percent of its large domestic 
market, whereas the Canadian industry subjected to the 
selective approach, has seen its share of the small domestic 
market decline rapidly in the past number of years to 55 ner- 
eee OL the total” 


me Che UN TTIATLIVESY TOLaleapparel exports by Canada have never 
been Targe. In 1976 they totalled $55.3 million, representing 
Sint yee. Percent, OF the Tnaustry Ss total voutput. ~ Over-the 
past years export trade in apparel has fluctuated with the 
United States being Canada's major market. Price and fashion 
innovation are said to be two of the major considerations 

im the industry ’s Taimited success. 


The protective policies pursued by Canada's major trading part- 
ners in the field of garments has been a deterrent to expanding 
export trade to Significant levels.— The relatively high'U<s. 
tariff, which in some instances provides rates in excess of 35 
percent, has a particularly adverse effect on the Canadian apparel 
industry, protecting as it does what would otherwise be this 
industry's natural export market. Despite the relatively high 
levels of protection, Canadian manufacturers have in some in- 
stances been able to export to the United States. This indi- 
cates that to some degree Canadian producers have the capabil- 
ity to meet challenges of this large market. The success of 
some in penetrating the United States market contrasts sharply 
with a lack of success, and possibly initiative, by others. 

For example, the Manitoba Fashion Institute - the association of 
apparel manufacturers in Manitoba, reported that its members, 
representing 7.1 percent of the industry in Canada, accounted 
LOL: Oe DeLCent Of total, Canadian exports. 


There are other examples of Canadian manufacturers achieving 
worthwhile success in the United States and other markets and 
it is the view of the Board that this is a desirable objective 
and should be pursued by other apparel manufacturers. 


im addition, etforts ‘shouid be continued to “improve access: for 
Canadian apparel manufacturers to markets in the United States 
and other developed countries. 


EXPORT ASSISTANCE PROVIDED BY FOREIGN COUNTRIES In speaking 
on the subject of efficiency and the competitive situation, an 
industry spokesman stated: 


We have heard many proponents of free trade. 
On the one side this assumes freedom from 
CaretLs and quantitative wmporct, restriccuLrons’. 
On the other hand, and we have not heard 
this mentioned, it means that exports should 


not be subsidized or assisted by foreign 
governments. One would think that the 
natural advantages of cheap and abundant 
labour would be enough to ensure the suc- 
cess of the export programs of developing 
countries. Apparently they do not think 
so because they offer significant incent- 
ives to lure foreign investment in the 
hope of generating foreign exchange. 


The Board, in its review of export incentives available in tex- 
tile exporting countries, has been advised that financial 
assistance is provided by several foreign governments to help 
stimulate export trade. Such assistance can be of Significant 
benefit to a foreign exporter in selling his goods in the 
Canadian market at prices well below those of competitive 
Canadian goods. The Board understands that many of these 
programs are wide ranging, covering most sectors of industry 

in the exporting countries. 


While it has not been possible for the Board to examine the 
financial programs offered by all countries exporting apparel 
to Canada, it has reviewed the programs of financial assist- 
ance offered by the Republic of Korea, Taiwan and Singapore. 
In this regard, the Board has been advised that the programs 
are illustrative of the type of financial assistance available 
to many exporters of textiles and anparel to Canada. 


In the light of the importance of these programs respecting the 
exporters’ competitive position in the Canadian market the fol- 
lowing is a brief outline highlighting the assistance provided 
by the Republic of Korea, Taiwan and Singapore. 


1 REPUBLIC OF KOREA To assist in the. field of export promo-= 
tion, loans are available to exporting firms at subsidized 
rates and with little or no restrictions on amounts. These 
loans cover expenditures for raw material purchases as well as 
production expenditures, with the rate of interest set at 
around.6, percent. 


Export promotion is also assisted through tax reductions or 
exemptions; freedom from customs duty and commodity taxes on 
imported capital goods; no limitations on the degree of 
foreign Ownership; guarantees on remittances of dividends, 
loans and other repayments, and a free export zone for manu- 
facturers' operations, including special protection from 
unwarranted labour disputes. 


2 TAIWAN A number of export incentives are made available to 
f rms supplying export markets. These include favoured treat- 
mont in the allocation of scarce domestic raw materials, 


import licenses, duty draw-backs, foreign exchange loans, re- 
duced rates for transporting exports and other benefits. 


Taiwan also offers further tax advantages for operating in 
epectived Export Processing Zones, including the possibility 
Si enjOVing a perpetual tax advantage. “incentives are-also 
available’ with regard to corporate tax, tariffs and capital 
investment. 


3) SINGAPORE Special incentives for export purposes are avail- 
able -to\\firms, including a 90) percent reduction of income tax on 
incremental export profits for a period of five years. Eligible 
firms must export at least 20 percent of their total production 
Lo a “value of no less than S$100,000. Inthe case of export 
industries which have pioneer status they receive the full 100 
percent company tax exemption for five years, and the 90 per- 
cent reduction of tax on incremental export profits for an 
additonal three years. The concession on export earnings may 
be extended to firms for up to 15 years, provided fixed capital 
penal tures@Peoral Gayminimumso® S$ il biliiontor atleast’ 50" per= 
cent of the firm is domestically owned and has capital expend- 
heures tOLalling 55150 million. “Thais concession 1s‘also avail— 
able to foreign-controlled firms. Corporate tax reductions 

and investment incentives are available. 


In summary, it is evident that incentive schemes offered by low- 
cost countries, which include duty-free entry for imported 
capital goods, reduced corporate taxes, incentives to establish 
new facilities and special export incentives, give exporters of 
tesceiles and .clothing in many Of these countries’ a clear-cut 
aavantage when competing in the Canadian market. Coupled with 
their low wage rates, it would be next to impossible for Canad- 
Lanemanwiacturers with Che normal tari£t protection afforded 
them, to be in a position to compete under these conditions. 


CONCERNS OF THE INDUSTRY It has been stated that the Canadian 
apparel manufacturers purchase about 45 percent of the output 

of the primary textile industry. However, the apparel manu- 
facturers also import substantial quantities of fabric and yarn 
from foreign exporting countries for such reasons as style or 
fashion, exclusivity of pattern and fabric, order size and price. 
The Apparel Manufacturers' Institute of Quebec stated in its 
briemeotedanuary 12°19) “that: 


ime yrange and styling of yarns and fabrics 
available from Canadian mills is not ade- 
quate to meet the fashion demands of the 
Canadian Consumer, 


tiewmeackGor urange and styling’ is Said to stem largely from 


relatively small volume requirements of individual apparel manu- 
facturers. Apparel manufacturers with the relatively small 
market that they serve, coupled with customers' demands for 
sophisticated fashion and uniqueness, require access to special- 


ized materials.in. varying, quantities. he, primary textile 
manufacturer faces the same problems; namely supplying a wide 
ranging demand for, specialized. fabrics in tamited volunicw seine 


problem is: further compounded for the pramary textile manuLlact— 
urer through each apparel manufacturer requiring ‘exclusivity ' 
for the specialized materials he buys, thus ensuring that 
fabrics designed for his use will not be available to his com- 
petitors. Exclusivity restricts an already very narrow domestic 
Meee iG. 


Consequently the Canadian primary lexi) leumanuraccure res requs 
ently findssit uneconomic. 0. produce. thes "very shorte2 uns 8 OG 
limited quantities needed by the apparel manufacturer. In turn, 
the apparel manufacturer seeks his fabrics from a source in the 
United States or abroad. 


The Board has been advised informally that, since the conclusion 
of the recent hearings, the associations representing the pri- 
mary textile manufacturers and the apparel manufacturers have 
entered into discussions aimed at trying to resolve some of the 
problemsnof greater, utilizationeoft Canadian fabrics:4, Pnvcon- 
menting on this matter, the spokesman for the primary producers 
advised the Board that every effort would be made to reach a 
reasonable solution which takes into account the interests of 
both parties. The Board regards the effort being made by both 
industries as a worthwhile step and it is hoped that some degree 
of success will result. 


Throughout the Board's hearings there were frequent expressions 
of concern by the apparel manufacturers and their association, 
with regard to the buying policies and practices of the retailers. 
The following are quotations from the brief dated November 26, 
1976 from the associations representing the manufacturers in 
British Columbia, Manitoba, Ontario and Quebec: 


Canadian retail buying power is highly con- 
centrated in the major department store 
chains. roShwits» an thercabuying patterns 
can seriously affect manufacturers who are 
dependent on them. Their ability to place 
large orders with foreign sources leads 

to great uncertainty in the market-place. 


Domestic orders are cancelled for late 
delivery while the retailers seek exten- 
Sions of import permits when delivery of 


amports ts late. “Canadian “manufacturers are 
rapidly becoming residual suppliers who re- 
ceive fill-in-orders after import business 
has been placed. 


The above quotations generally convey the concerns expressed 
mor che Board. 


tine feeling was prevalent among manufacturers that despite the 
Statement by the Retavl’ Counci?-of "Canada that they "sf. ‘have 
an interest in seeing a substantial and successful textile in- 
Meer matical ned we Musecamadde...0. ..ehat retarviers had greater 
Micerest, a LMpOLtiIngsthan. tm Duyinge in Canada andy that the 
domestic manufacturer was treated less favourably than the 
foreign supplier. Enterprising manufacturers claimed that 
new styles they developed and pioneered in mass produced gar- 
ments were taken by retailers to a low-cost country where the 
same garment could be produced on a volume basis at a lower 
COST. Thus, the Canadian manufacturer did not get the bene- 
fit of his design and conversely the foreign manufacturer 

had free use of someone else's design. 


The problems were discussed at some length with the manufact- 
urers and their associations as well as with representatives 
Opeciemretalis Council Of Canada and retailers. The council 
and some of its members who appeared before the Board did 

not agree with the statements made by the manufacturers. How- 
ever it 1S Significant to note that these two groups have held 
several meetings since the conclusion of the Board's hearings 
and the Board hopes these meetings have led to the resolution 
of many of their problems. Reference to the extent of their 
agreement will be found in Appendix 9. 


The associations representing the apparel manufacturers have 
recommended that all apparel products be placed on the Imoort 
ConerolsList, ror all countries except the United States, 

the developed countries of Western Europe, Australia and New 
Zealand. They have also recommended that the number of units 
Of apparel to be allowed entry into Canada from those countries 
Oneathnes tmport, Control, listebe Limited to=theraverage iors such 
imports in the period 1973-75. 


It was explained that the purpose of these recommendations is 
to bring a degree of stability to the Canadian market which 
would enable the manufacturer? to plan for the future?’ Imports 
have surged in three separate years since 1970. In 1971 there 
was a 21 percent increase over the preceding year, in 1972 a 

41 percent increase over 1971 and in 1976 a 46 percent increase 
over 1975. In addition there have been major shifts within 
Garment groupings. 


These factors have had a disrupting effect on the mmarket_and 
Canadian manufacturers have Vclaimed that iLnssome instances, 
they have lost” their “tradi eiconal market /to imports sovernighe. 


The’ brief dated January -l2,-1977 .from,the, Apparel Manufacturers 
Institute of Quebec states that: 


Domestic manufacturers must operate their plants 
alliyear “round. - Productions lows, musit rhe +Ssehea— 


uled as evenly as possible in order to keep our 
overheads’ and ‘costs,low. Surges invimperts occur 


ingthe absence of equal -quartenly fal locationsmoe 
quota because the activities of the large number 


of companies engaged in importing are not co- 
ordinated. When there is a heavy concentration 
of imports in a short period of time the surplus 
LSSSOld “obi vat (ciStress. prices 


Orders for Canadian made apparel are not placed. 
Canadian manufacturers' plants operate at less 
than capacity for weeks or months. This increases 
Overheads and costs as well as disrupting the 
income flows of our employees. 


LC was Statedrthat! the «droop sam capil tal spendingsinsLo7 seand 
1976 (see Page V-5) was due to the influx-of imports and 
uncertaunty. as) to. the future. “Lt was also stated. thareunu | 
there was more certainty in the market-place, long-term plan- 
ning and spending on new plant and equipment would be curtailed. 
Long-term planning for the industry means import controls for 
a threeyto five, year period. eThes times frame. tor oOlanning, 
acquisition and installation of machinery and equipment 2n an 
exrsting plant, nommally “nuns -romone stouthree svearsvand sior 
mMajor.projects involving new building construction, sthestcine 
frame can eaSily run to four or five years. Therefore, the 
restraint period ,..to be effective for the manufacturers pumust 
be for a minimum period of three years. 


MAJOR RECOMMENDATIONS BY THE INDUSTRY In the briefs sub- 
mitted to sthenBodrd and vat) the Ghearings jimivanrous -citues 
across Canada, the associations representing the apparel manu- 
facturers and some of the individual manufacturers themselves, 
made specific recommendations to the Board. It would not be 
practicable to guote all recommendations in this report, but 
the following *isea condensed | versiom of the major or more 
important recommendations which were made: 


1 AllVapparel. productstbecplaced son the ekmoortecontrol Lise 
for all countries except the USA, Japan, the developed countries 


me 
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of Western Europe, Australia, New Zealand and the Republic 
of South Africa. (See recommendation 15 below). 


PmpOkts Of valli products covered by this inquiry be rolled 
back to the average annual level of imports during the 
period 1973-75. 


Import controls be administered by the Canadian government 
to ensure that quotas are not exceeded. 


Ensure that quotas are not used in such a way that low-cost 
merchandise is replaced by high-cost merchandise. 


Import permits be issued in equal quarterly amounts to avoid 
surges and to ensure orderly marketing patterns. 


Import permits should not be extended and no carrying-forwards 
allowed. 


Importers should be prevented from holding stocks in bonded 
warehouses from quarter to quarter. 


Statistics Canada be instructed to improve the publicly avail- 
ap vewiaca On ImMdustry "activity.. 


Enforce the labelling requirements with respect to identify- 
iIngGeprominentily the .acountry of origin on all garments. 


Require retailers using news media, catalogues, and circulars 
to advertise apparel, to state clearly the country of origin 
of the relative goods. 


Don@ieeso= 4 "or 5 tie number of ‘customs ports through which 
imported apparel may be cleared into Canada. 


The proposed roll-backs of imports to the average annual 

level of imports in the 1973-75 level should remain in 

effect until Canadian-produced garments have regained 75 ver- 
cent of the Canadian market in unit volume terms. Thereafter, 
Canadian-produced garments and imported garments should share 
ieee market gqrowth,ors decline. ona, 7/5/25, basis. 


Import permit information setting forth permits issued and 
application of imports against permits should be published 
by the Export-Import Division on a regular basis with a 
frequency of at least once a month. 


Restraints on imports must be established for a minimum 
three to five-year period to enable the industry to plan 
investment in plant and equipment and to train manpower. 


15 Import surveillance should be established through placing 
all, countriessonithe dmpontyconusoi.-b1s a CR Ss “register 
further than recommendation No. 1 above.) 


16 The government should.clearly.«state. its policyiwath regard 
to the apparel industry so that'the=<industry can olan 
tntellLigently forathe future: 


17 The shirt industry must have free access to world fabric 
markets. 


18 Where fabric imports are under quota, the import of garments 
made from the same fabric should similarly be placed under 
qQuetay. 


19 Provision must be made for the reduction in import quotas 
where the Canadian market declines, so as to maintain the 
agreed ratio between Canadian-produced garments and imported 
garments. 


20 The government should establish a ‘national clothing export 
council’ jesimilar to 'those already functioning sn Such coun— 
tries as Italy, France and Ireland, to combine the efforts 
of all export-minded clothing manufacturers, to discuss com- 
mon problems and to help set up exhibits and promotions at 
various trade shows. 


21 Impose higher rates of import duties on imported garments 
trimmed with braid, appliques, or other decorations, in line 
with similar procedures employed in the United States. 


22 Include price points or dollar values in any system of import 
quotas ins addition, to. unwits controls. to) ensure thie “mport.o: 
low-priced clothing in appropriate quantities. 


23 Quotas should be allocated on a basis relative to a company's 
investment in the Canadian economy. 


24 One manufacturer favoured restraints on imports only in ex- 
treme circumstances, but, where restraints were necessary 
they should be on a global basis and the guotas should be 
controlled in Canada. 


The associations representing the manufacturers, and in some 
instances: the manufacturers themselves, stated to the. Board 
that the Canadian industry was prepared to meet competition 
from the United States, Japan, the developed countries of West- 
ern Europe, Australia, New Zealand and the Republic of South 
Africa. There was considerable discussion on this point as the 
Board wished to be quite sure that this was the position of the 


Majority of the manufacturers in each location visited. Not 
Tivectdethe Maniractirens- old to thissopinion, but: to a large 
extent they were supported by the labour wnions. 


There was one element of concern regularly expressed by the 
associations and the manufacturers, and that had to do with 
trans-shipments and false labelling of garments relative to 
the country of manufacture. The Board was informed that this 
is done to avoid quota restrictions in the various countries 
concerned. The charge was made so frequently that it appvears 
bomnave: a gqood) deal "ofr valiarey. <rhe problem, of course, 1s 
to establish proof. Those making the charge were Sincere, 
responsible people but to secure hard evidence is another 
matter. In addition, informants who provided some of the 
information were reluctant to become involved in an investi- 
gation for business reasons. Subject to the foregoing, the 
following are some of the incidents mentioned to the Board: 


babe ls bearing othe inscraption 'Manifatturalitalrana® 


(Made in Italy) were observed being sewn into garments 
ina Lactory in Korea; 


Labels which read, 'Made in Austria' were observed 
being sewn into garments in a factory in Romania 
for shipment to the United States; 


Garments received in Canada bearing a 'Made in France' 
label were, according to knowledgeable persons in 
the industry, not made in France; 


The United Kingdom carried out an investigation over 
a period of several years and was able to prove that 
garments entering the United Kingdom bearing labels 
"Made in Austria’ were in fact made in an eastern 
BULOpeane COUNTY < 


The first three are examples of what are purported to be actual 
occurences, and the latter is a reference to a proven case in 
the United Kingdom. The Board believes there is sufficient 
circumstantial evidence to suggest careful surveillance of the 
Situation in future, and this can be assisted through placing 
all countries on the Import Control List so that sudden surges 


in imports from any country not under quota can be examined 
and explanations obtained. 


CHAPTER SUMMARY 
Factors) Pointing -to.sinjiary 


1 The share of the Canadian market supplied by domestic manu- 
facturers has declined from 73 percent in 1971 to an estimated 
55 percent in 1976, pointing up the serious inroads made by 
imports in that period - mostly from low-cost countries. 


2 Import penetration of some 45 percent of the Canadian market 
would indicate -that, ithe stacrif protection paccomdedmene 
apparel industry is by itself inadequate to permit the 
industry to compete with imports. from 'low-cost" countries. 


3 Substantial financial assistance through such means as 
import subsidies and abatement of a wide variety of taxes 
and import duties are provided by low-cost countries to 
foreign investors and others to establish apparel manu- 
facturing plants,.for the prime purpose Of, exporting -2 ouch 
schemes compound the problems facing the Canadian industry 
when competing in its domestic market against imports from 
these sources. 


4 Restraints imposed by the United States against apparel 
imports, basically under Article 4 of the ITA, have been 
more effective than the selective approach used extensively 
by Canadasunder -Article,3... For sexample, che -U.,4S _ findustery 
supplies 80 percent of the market in that country compared 
with only 55 percent of the Canadian market being supplied 
by the Canadian industry. Thus Canada essentially has 
become a relatively open market for low-cost imports. 


5 Due to uncertainty in the market-place, capital and repair 
expenditures in each of 1975 and 1976 were of the order of 
S21. Iie evon, down from 227 million wn vo74y. a, dectineror 
22 speELeent, 


Other Observations 


6 Based on 1974 statistics, there were 2,104 apparel manu- 
facturing plants in Canada, of which 70 percent were located 
in Quebec. Many of these firms are situated in high unem- 
ployment areas in that province and frequently are the sole 
Or a major employer in the community. 


7 The industry is labour intensive and in 1976 accounted for 
about 114,000 direct employees. Using the employment multi- 
plier to include those indirectly employed, the total direct 
and indirect employment in 1976 would be 285,000. 
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Many companies have contemporary training programs for 
employees which they claimed solved their labour supply 
Proorens., =“Those without training programs ‘frequently 
complained of a shortage of trained help. 


Based on evidence collected by the Board, the Canadian 
apparel manufacturing industry operates with an accept- 

able degree of efficiency and in many instances compares 
favourably with the U.S. industry. Nevertheless, it seems 
essential that to compensate for Canada's high labour rates, 
Weaeeh Stress Must moe Placed On. Improving Productivity 
through upgrading facilities and strengthening management 
at all levels. 


there 1s some question of adequate quality control in man- 
ufacturing operations and this warrants greater attention 
Doe Ubure . 


A Productivity and Development Centre along the lines en- 
visaged when the present 'Textile Policy' was announced in 
1970, and which was extensively researched shortly there- 
atter, would be of mayor assistance tothe industry and 
should be established without further delay. 


In a number of instances mergers and acquisitions have taken 
place and new plants have been opened to develop multi- 
divisional enterprises. The object of these moves appears 
to be the delegation of production responsibility coupled 
with centralized general management and control and the 
pooling of common services to reduce costs. Moves of this 
craracter’ should be carried out on a’much larger scale 
Pieoract =tO Combine smaller Operations Imtoe larger “complexes 
for financial strength and productivity improvement with 
consequent cost Savings. 


The capital investment required to establish an apparel 
manufacturing plant in terms of cost per employee is about 
40 percent of the average for all manufacturing and about 
TOy percent in the *case of high technology industry. 


Deparelmanuracturers must Import suoseantial quanti ticsson 
fabric and yarn because Canadian mills are unable to supply 
Pores wartety, fashion and exclusivity Of patterns necded by 
the industry i smal’ quantities, at competrenve prrces . 


Some Canadian manufacturers have achieved considerable 
Success i tne export market, but Che total volume of 
exports represents a relatively small percentage of total 
Deecuction. It would appear chat thie “export market uaras 
considerable potential for many Canadian companies and 


warrants greater efforts in the futures 


16 Every effort should be made to improve access for Canadian 


apparel manufacturers to markets in the United States and 
other developed countries. 
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LABOUR IN THE CLOTHING INDUSTRY Chapter Vi 


During the inquiry the Board received submissions and heard 
Presentations from the four major labour unions involved in 


the clothing industry. Individual representations were made 
by the Centrale des Syndicats Démocratiques (CSD) and the Con- 
federation of National Trade Unions (CNTU). Joint representa- 


tions were made by the Amalgamated Clothing and Textile Workers' 
Union (ACTWU) and the International Ladies Garment Workers' 
Union (ILGWU). 


In their briefs, the unions referred to the disruption in em- 
ployment caused by the increases in imports and claimed that 
government action had not been sufficient to protect employ- 
ment and to provide a climate of confidence for growth of the 
ina Ws tiave.. eAn ‘analysiswof ‘employmentaans thes clothing) manufact— 
uring industry reflects the concerns of the union groups. 


TRENDS IN EMPLOYMENT IN THE CLOTHING INDUSTRY Following the 
korean war, the employment in the Canadian clothing industry 
experienced a steady decline from slightly under 100,000 em- 
ployees to approximately &6,000 by the end of the decade. Be- 
ginning in the early 1960's however, the trend was reversed, 
and with slight annual variations total employment increased 
to reach a peak of 119,000 employees in 1973. Data presented 
by the unions indicated that total employment in the clothing 
industry declined from 1973 to 1975, but showed some recovery 
in 1976. Monthly data from Statistics Canada showing the num- 
ber of wage earners (workers engaged in production and related 
occupations) indicate the same trends but show that the 1976 
Mecovery) took place Gn the first halt of the year, and ‘the 
second half saw a sharp decline. 


There are no statistical series on labour available from Sta- 
tistics Canada which correspond exactly to the categories of 
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clothing covered by the inquiry.” “Data On Che ClOchningesecuam 
include certain categories not covered by the inquiry, whereas 
the knitting mills" data include, the firms Oreoducing ,somenc: 
the garments covered by the inquiry, in addition to sweaters, 


hosiery and knitted fabrics. Nevertheless, the two statistical 
categories for "clothing" and “knitting milis* “are good indar 
cators and have been used to describe employment trends. Table 


A (page VI-16) shows the monthly employment levels of all 

wage earners in the “clothing” and “knitting mills. swiich 
employ more than 20 workers. It will be noted from the table 
that the number of wage earners in the clothing industry re- 
mained stable at approximately 74,000 for the first three 
quarters of 1974, then declined to reach an average of approx- 
imately 70,000 in mid 1975, and increased again to reach about 
73,000 in the first half of 1976 before the substantial de- 
cline in the latter part of 1976. Employment in knitting mills 
during the same period has been comparable, leading similarly 
to a sharp decline in the second half of 1976. Chart A (page 
VI-18) illustrates the trends in employment in the clothing 
and knitting sectors, but over a longer period than Table A. 


Statistics on employment in certain sectors of the clothing 

industry are also collected by regulatory organizations hav- 
ing jurisdiction over terms of employment in these sectors... 

Employment statistics have been made available to the Board 

by the six organizations listed below: 


Quebec 


Joint Committee, Men's and Boy's Clothing Industry 
Joint Committee, Ladies' Cloak and Suit Industry 
Joint Commission for the Dress Industry 


Ontarnxo 


Advisory Committee, Men's and Boys' Clothing Industry 
Advisory Committee, Ladies' Cloak and Suit Industry 
Advisory Committee, Ladies' Dress and Sportswear Industry 


Together these six committees cover more than 50 percent of 
the total employment in the clothing industry and the knit- 
ting mills. The statistics they have provided should, there- 
fore, be indicative of the employment trends in the industry. 
The following table compares the level of employment in the 
Six sectors covered by the committees in the fourth quarter 
of 1975 and 1976 respectively: 
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Number of Production Employees 


Quebec 


Men's and Boy's Clothing 


hadies'=-Cloaks: & Suits 


Ladies' Dresses & Sportswear 


Sub-total 


Ontario 


Men's and Boys' 


CToOtnung 
ladzves! i 1Gloaks.&-Sults 


Ladies' Dresses & Sportswear 


Sub-Total 
TOTAL 


Source: 


PoubthnsOuarter 


1975 


14,398 
5,611 
uaa 


41,488 


Sra Sak 
1s, 055 
2,821 


7,007 


48,495 


Joint and Advisory Committees 


1976 


Hoes US 
51 Oa.2 


Li Sipe es 


Ss Syptene we 


3 AA 0 
Oa) 


grees 


DoS 


44,076 


Percentage 
Change 


as previously mentioned. 


The 9.1 percent decrease in the number of production employees 
confirms the trend in employment reported by Statistics Canada 
and cited’ by the labour unions in their briefs to the.Board. 


MAN-HOURS WORKED Data on man-hours worked in the clothing and 
knitting sectors as compiled by Statistics Canada are detailed 
on a quarterly basis in the table below: 


Man-Hours Worked: 


('OOO) 


Clothing nous try 


First Quarter 
Second Quarter 
Thard, Ouarter 
Fourth, Quarter 


Total 
Knitcing Mr iis 


First Ouarter 
Second Quarter 
Third Quarter 
FOUrth” Ouarter 


roteadt 


Source: 
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Statistics 


Production Workers 


1974 OLD 1976 
3275.05 297, Gos) oid Pe CIO N) 
Sa OLA 3.0e-013 3.07 al 
S180 8.6 294934 30,864 
297 S32 30),343 Zero LS 

PSO 7 TX Op 4a ab Date OMe 

Ses Ve poee eu PAPA TY 

8,768 Sy ah9 Tp OL6 

san is) Ceo 4 Tegal & 

i, GOO oie may lb eA Sy! 
33,600 Sys) Oe} BH 9 

Canada, Catalogue No. 72-002 


The total man-hours worked each year, as shown in the preceding 
table, correspond to the statements made in the joint union 
brief. ‘twill ‘be noted<showevern, ‘that the man-hours workedein 
the last quarter of 1976 in both sectors showed a:sharp drovo 
inSreélatrvon to the preceding gquartervort 9976 -andsenersanic 
quarter of the previous year, and immediately followed the 
surge in impores or ‘clomring at that’ times 


The Joint Committees in Quebec and the Advisory Committees in 
Ontario also supplied data on man-hours worked in the last 
quarter of 1975 and 1976 in Eheiryrespective industry seerors. 
In addition, statistics on man-hours worked in eight of the 
largest clothing firms’ in ‘the Winnipeg area, and froma Lepres 
sentative group of men's and boys' shirt manufacturers, have 
been obtained by the Board. These* statistics from the ™Comirt— 
tees and from the two other groups of producers are summarized 
in the table below: 


Man-Hours Worked in Certain Industry Sectors 
(Production Workers) 


Fourth Ouerter Percentage 
1975 1976 Change 
Quebec 
Men's and Boys' Clothing bi Os 69 4X5 6 LOS 26 - 2.7* 
Ladies' Cloaks & Suits 2, OO 2 4 OAS, tl OS ed =1 50 
Ladies' Dresses & Sportswear 8 5947 088 65,6997 027 -22.0 
Ontario 
Men's and Boys' Clothing 1 404,99 7.0 1,449,599 Sia 
hadiess 'Cloakses. Suits SRS Ey) 353%.) 16 = 0.0 
Ladies' Dresses & Sportswear te O64. ,204n.0ly 0d op LOO Te 
Eight Firms, Winnipeg Area UO) Seep dike) 5) 849,113 Goel GaAs’ 
A represcntat kve*qroup oF 252 On Oras 27 O20 a eer) OR 
men's and boys' shirt manu- 
facturers 


*Adjusted to compensate for a three-week strike in December 
1975 by members of the Amalgamated Clothing Workers' Union 
(about +50 percentvort ctotaly clething workersrin ‘that sector) 


The data in the above table indicate a significantly sharper 
overall decrease in man-hours in the particular sectors cov- 
ered than in the overall industry as reported by Statistics 
Canada. 


AVERAGE WEEKLY HOURS WORKED Data on average weekly hours work- 
ed are another indication of prevailing conditions in the 
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pious try. Monthly statwstics areyavarlable (from Statistics 
Canada for all establishments employing over 20 persons and 
have been reproduced in Table A for the period from January 
1.2 ecOuMebruaryahO iii ethiestwendywindreated by othe <E:qurés 

ho One Got edecline during) the sfirstehalt of .b975 compared wath 
the corresponding period in 1974, followed by an increase dur- 
ing the second half of 1975. Throughout 1976 however, average 
weekly hours were generally below those of 1975 by a small 
margin. In comparison with 1974 they were lower by a more 
Significant margin on a fairly consistent basis. The aver- 
ages do not reflect the problems of many firms which placed 
their employees on shorter weekly hours in the last quarter 

Gye AE IR Sie 


OVERTIME Data on regular and overtime hours worked have been 
Supplied joy, four ofthe Advisory .or Joint Committees mreviiously 
named. ._The data are given in the table below: 


Regular and Overtime Hours Worked in Certain Sectors 


REGULAR Percent- OVERTIME PeEBCeEnt= 
Das GaOua ree age ibpetche WOuiehen sae age 
L975 1976 Change IPSs) oho Change 
Quebec 
Ladies' AF OPS Gree OT gel 93h ps6 On) ea hi 1577294) 2867, 02305 453 
Cloaks/Suits 
iee Ss SOG man (65 , 2 02, Sus © 9.5 Did 20 = ooo le Bebe 3 Owl Gi LO oor 
Sportswear 
Ontario 
Men's/Boys' 1,374,743 1,404,664 ae 30 age ae Fada 3935 48. 
Clothes 
Ladies' 37.17 56k B41, 40% = 4 Oe 15 69.6 eld poor) ae hoc. 
Cloaks/Suits 


These four sectors represent only a portion of the total cloth- 
ing industry, but the overall decrease in regular and overtime 
hours worked is again indicative of the trends exhibited in 
other statistics discussed in the previous sections. A possible 
explanation for the increase in hours worked in the men's and 
boys' clothing sector is the fact that measures of protection 
against imports of men's suits were in effect at that time, which 
was not the case for the other sectors. Overtime may appear to 
be a paradox when man-hours of employment are in a decline, but 
it is inevitable that overtime occurs when manufacturers are 
meeting a deadline for an order or orders at certain times, even 
though later slowdowns will require a reduction in regular hours. 


Val 


UNEMPLOYMENT The Unemployment Insurance Commission has pro- 
vided data on the number of active claims by unemployed work- 
ers; this is a good indicator of the employment situation since 
it reflects the number of unemployed workers receiving benefits 
at any one time. The data are provided below for three major 
occupational *gnoupsTiniithe clothing tindusery. 


Number of Active Claimants to Unemployment Insurance 


(Quarterly ihko74,, OTS 71976) 


Patternmaking 
Marking and Tailors and Sewing Machine 
Cine Dressmakers Operators 


dS FF cs eB AY is Mars SS HS) LOLs SLO Seo Loe the) TPs: LITG 


2S 983: P,089- 884 | 05 840 237 GIN 28390 1 2240 eS Se eee 
Quarter 

SECONG G47) <928° 718 ~o. 406 20632 27322 0052 Iaies toeas 
Quarter 

Thee B62 Of730.  T4EL 2. 20802362 DIS 8 OsnlOl 241 moms 
Quarter 

ORDERS Te eo Tot) 298m 2 aos os6rt 1 Gl id eee 
Quarter 

Source: Report on Active Claimants by Occupation, 


Unemployment Insurance Canada (Quarterly) 


Again this record shows the increase in claims for the last 
quarter of 1976; claims increased generally with the exception 
of Tailors and Dressmakers. This increase again reflects with 
the 2mpert Eheust in. loG. 


The Centrale des Syndicats Démocratigques, in its brief, empha- 
sized that employment in the clothing industry, instead of fol- 
lowing the positive evolution of the industry in general, had 
been marked by instability, stagnation and even regression. It 
indicated that employment declined by 2.54 percent between 1972 
ang. LOTS. 


In their joint submission, the ACTWU and the ILGWU alluded to 
recent trends in employment and man-hours worked in the in- 
dustry,,.and concluded “hat increasing <1mportus, -—partreulamiy 
from low-wage countries, had adversely affected employment. 
They referred to significant reductions in the amount of work 
available since 1973, with man-hours worked declining a total 
of 4.0 percent since that year. They noted that the problem 
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of decreasing employment was even more serious in particular 
sectors of the industry. The two unions claimed that over 

the years, job opportunities had been eliminated in the gar- 
ment industry because of imports, and estimated at about 75,000 
the number of potential jobs lost as a result of the increase 
i, Imports: Since: 1966% 


IMPACT OF CLOTHING MANUFACTURING ON REGIONAL EMPLOYMENT The 
textile and clothing industries as a whole, with a total em- 
ployment of approximately 200,000, provide one in every twelve 


manufacturing jobs in Canada. Quebec alone accounts for about 
60 percent of total employment in these industries, or one in 
every four manufacturing jobs in that province. Unlike the 


primary textile industry, the clothing industry has tended to 
concentrate in the large urban centres with large labour pools. 
Nevertheless, in recent years there has been a definite, al- 
though slow, trend for garment manufacturers to move out of 
the principal urban centres into smaller communities. Many 
small communities, particularly in Quebec, rely on the garment 
industry for maintaining local employment. At one time, 80 
percent of the Quebec plants were located in Montreal, but to- 
day only 60 percent remain, the balance having gone to other 
areas. This tendency is not so marked in Ontario, and is not 
apparent in other provinces where there are clothing plants. 


Plants located outside the large cities, particularly in Que- 
bec, are often situated in areas of high (and increasing) un- 
employment. The following pattern of employment in selected 
regions indicates the importance of the industry to these locali- 
ties. 


Production E@ti@auk General Unem- 
Employees, Regional ployment Rate 
Textile and Labour Force, (Percent) 
Region Clothing ye irms. tar ly 1976 Bale /.or ether yar 
Sneryrooke Pare HAS) 74,500 90 1-0 
Drummondville ShtleoS 29) 7950 DENS PO. 0=1 70 
Victoriaville 27067 Pa Al pashan 8, 7.6 L320 
St. (Hyacinthe DP IASG] 44,165 Ciel: BOO 
St. Georges PO 31-7459 EO so23 152; 0= 18250 
Shawinigan 380 Gs oan OLS S PAs 0 


Pacomsiaet ing employmentaln, any sector off industry,, use as 
frequently made of a 'multiplier'. The employment multiplier 
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is “defined: asithe factor, bys which stotalvemploymentawrl haan 
crease when one person is hired in a given industry. For 
example, statistics may show that when one person is hired in 
the apparel industry the increased spending by him and by his 
employer will result in another 1.5 new jobs; thus the employ- 
ment multiplier would then be 2.5 which is the multiplier used 
by Statistics Canada. ‘When this 1s applied to the totalvos 
approximately 114,000 employees in the apparel industry in 1976 
the total number of workers supported by the industry in that 
year would be about 285,000. 


LABOUR AS AN ELEMENT OF COST The ACTWU/ILGWU joint submission 
examines at length the factors of efficiency and productivity 
of Labouryinw Low-cosii’ imports sity tema facter hat sahiencwis 
little difference in output per man-hour between firms in 
Canada and firms in other countries including the more active 
low-wage countries. The kind of countervailing advantage in 
technology which exists in other industries to enable manufact- 
urers to overcome the substantial disadvantages of higher 
labour costs, does not give clothing producers that edge. Thus, 
Canadwvan producers? om clothingirfind at tdi rivcuwlad co) compere 
with low-wage suppliers when output per man-hour remains the 
same. While the overall level of technology and production 
efficiency has been steadily increasing in recent years, the 
industry world-wide still remains labour intensive. Hence, 

for a high-wage country like Canada, wage differentials contri- 
bute tol -the;dargerilabour input “pemninit rot foroduction,)iand 
account for a large proportion of the sales dollar. Wages and 
salaries im the ~.clothing»industrys im /1972-197 3 sranged between 
30 percent and 50 percent of the sales value of the product 
(depending on the sector). Wage costs have been reported by 
the labour unions to be 37.4 percent on the average of total 
corporateltsales fors«thei. clothing vindustry as, aiwhowte,, 3) per= 
cent.tor knitting ls andisoniwwe20n percent stomvall ‘manus 
facturing industries. 


Assuming some scope for a greater degree of labour savings in 
Canada, and/or increased productivity through the use of more 
capital equipment (a doubtful advantage over other countries 
with technology available world-wide), the wage spread between 
Canada --or many of the developed countries for that matter-- 
and the low-wage supplier countries is wide enough to result 
in a substantial cost differential between imported and dom- 


estic garments of comparable quality. The conclusion which 
some may quickly reach is that Canadian labour is therefore 
Loo icos tly to: suppont .such, anvimdustry. - Lt emust notmebe: for— 


gotten however, that by Canadian standards the garment workers 
are on the low end of the industrial wage scale, and that 
factors other than labour costs alone must be considered in 
the assessment of this’ problem. 
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The following table compares Canadian and foreign workers' 
Panes on. pay ini the clothing: industry. 


Clothing Industry Wage Rates for 
perectoaCOuUntHLes, Algust, 1976 


(Ghote. vars) 


Sweden Gnee 
Canada 4.40 
United States ANOS 
Belgium AOS 
eta dey: 8260 
Germany Bie 0 
France SRE? 
United Kingdom 2oi2 
Japan Leo 
Poland 0.33 
Romania Or6i7 
Taiwan Ors43 
Korea 0138 
Source: Apparel Manufacturers' Institute of Quebec 


The differentials between the average hourly earnings of work- 
ers in all manufacturing industries and those workers engaged 
in the different branches of the clothing industry have widened 
steadily in Canada over recent years. The CSD notes that the 
average weekly wage in 1974 was $114.45 in the clothing industry, 
compared with $185.62 for all manufacturing; the subsequent 
evolution up to July 1976 showed there has been a slower gain 
in purchasing power for the clothing workers than on the na- 
tional average. The ACTWU/ILGWU also note in this connection 
that fringe benefits paid to clothing workers are not as large 
as those in most other manufacturing industries. 


Omeehe basis of Statistics Canada "data, At-appears: that the 
average hourly earnings in the Canadian clothing industry 
(Table B, page VI-17) remain considerably below the average 
wage for all manufacturing. 


LABOUR AVAILABILITY AND MOBILITY A number of comments have been 
Lecel VedRconcerningVeavaislabidutyyot Labour, Orm-lack of Lt. 


On the negative side, the view has been expressed that histori- 
Gally Jabour an (the! -clothing industry in danrge urban. centres 
has been predominantly immigrant and that native Canadians in 
MONE Leal,. LOronto and) Winnipeg do not, choose» to work: in™ the 
clothing industry. It is argued that even in areas of very 
Hon unenpLoyment, 2tris stil not possible to attract -sutfi-— 
Clentatabour tOyman thesclothing.~factories, andi without a flow 
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of immigrants the chronic labour shortages will inhibit the 
industry's growth. It has been estimated that in Quebec, over 
40 percent of the workers in the garment industry were not born 
im, Canada. 


Some manufacturers admit there is a shortage of labour in certain 
specific occupations and skills. One manufacturer in a specific 
industry sector producing essentially low-priced garments sug- 
gasted, that his diftéiculties in labour availabmlrty relares coe 

the greater ability of other sectors of the garment making 
industry (those producing higher priced goods)iGto. offer better 
pay to sewing machine operators. Other reasons cited are rela- 
tively low wages paid in the apparel industry generally, and in 
particular in the urban centres where alternative employment 
possibilities pay better. Another reason is the continued 'sweat 
shop' image of the industry compared for instance, with retail 
trade which also employs a high ratio of women. 


On the other hand, other people do not agree that labour is 
difttacolt to obtain, noting that there are many workers who 
have been laid off by garment manufacturers during the past 
year, and that many of them would prefer to be working. The 
number of vacancies reported and the number of registered clients 
without employment seeking employment as sewing machine opera- 
tors for 1976 in Quebec indicated an average ratio of around 11 
applicants for each registered vacancy. In the Montreal area, 
however, the ratio of applicants to vacancies, which was about 
32 1p aareehe: fasst rquacter of “9761 rose; to; dio +1) any Decemberws or 
the, Same: Yeats In Ontario, the avemage 1 ativo (or appl rcantsSmco 
vacancies was similar for Toronto and for the whole province 
but showed the same tendencies as in Montreal, rising from 8:1 
in themticsit- quarter: of 197te tovabout, 20 win, December sein 
Manitoba, the ratio of registered persons to reported vacancies 
was reversed, averaging 0.2-0.3 persons per vacancy early in 
the year, although the ratio rose progressively to reach close 
to .9° persons: per ‘vacancy an siate 1976. 


WOMEN IN CLOTHING AND TEXTILE INDUSTRIES There appears to be a 
consensus of Opinion about the Lack’ of mobility oT Waboum in 

the apparel industry; this possibly is accounted for by the high 
percentage of female labour in the garment trade, many of whom 
are working to supplement family income. Statistics Canada 
provides the following figures: 


Incustiy Seceor Percentageyot Kemaleskmployces 
Ald Clothing Dw 
Men's Clothing ate 
Women's Clothing (ices 
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Pucasit ry SeCtOr Percentage Of hemalve employces 


Chialdren’ s -Clothing Tae 
KapeeLrig Millis ee. 
Other Textile Products Sipe i et 


POuUGces = Stabistlves Canada,eCatalogue Noy -72-002))-October 1976 


The ACTWU/ILGWU joint submission states that women's family 
ties prevent geographic mobility: 


Unecra tical situation is scunther underlined sby the 
fact that workers that normally find employment in 

the garment industry have very few alternative oppor- 
tunities for employment. About 8 out of every 10 
workers are women whose family ties prevent geogravhic 
MoowiNty. | Invefrect, ene cdarments industry “is ttae 
largest single employer of women seeking factory work. 
It provides jobs for many people throughout the 
country who would otherwise be unemployed or else 
would be forced out of the labour force. 


This lack of geographic mobility was clearly noticeable in 
Montreal when the garment industry moved from the populous 
Fast End to the modern buildings inthe North Side a few years 
ago. A significant proportion of the workers reportedly re- 
fused to follow. One may perhaps draw a cautious parallel 
between this and the statement submitted to the Board by a 
Montreal garment manufacturer, who is still located closer 

LO the Bast nd, to themertect “that he has no-problem finding 
labour and in fact receives more applications than he can use. 


As regards the higher degree of skills and education reguired 
for employment in some of the more profitable industries, the 
ACTWU/ILGWU joint submission notes: 


Experience clearly demonstrates that, even when 
business is booming and the gross national pro- 
duct advances rapidly, poverty and unemployment 
remain a problem for many citizens. That is why 
every technologically advanced society has to 
provide its people with a full spectrum of jobs, 
from the least skilled to the most advanced, in 
order to attain the fullest employment possible. 
Fitting people into jobs they can perform is a 
difficult, complex, and frequently disheartening 
task, as are attempts to move people from their 
regular line of employment into different oper- 
arrose. “<OCeupatronal (adapeabwility us “far virom 
common. If maximum employment opportunities are 
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to be attained in Canada, it is essential that 
the country should seek to maintain a balanced 
job structure at ali ‘times, and) that it should 
prevent the loss of the (garment) industry Wi elt 
contributes to the attainment of such a balance. 


These views concerning mobility are generally supported by a 
1970 study by the Department of Manpower and Immigration which 
points out that employment alternatives for workers of this 
industry are limited because: 


1 The average level of education is low; 
2 The average age is Over 40; 


3 Workers are predominantly female and secondary wage 
earners; 


4 Many workers have limited command of the English 
language. 


TRAINING AND PERSONNEL POLICIES The clothing industry in 
Ontario has been instrumental in aiding the development of 
the only college level apparel school in Canada. Manitoba 
and Ontario manufacturers, through their respective provin- 
cial apparel associations have developed and supported train- 
ing courses and seminars for all levels of managerial person- 
nel. Thevsubject+of training has beensdiscussed at length 
inwChap ters wy. 


LABOUR AS AN ECONOMIC PARTNER Labour and management in the 
clothing manufacturing industry have generally enjoyed good 
union-management relations over the years. The union repre- 
sentatives presented responsible briefs to the Board, express- 
ing deep concerns for the well-being of the industry. 


The CSD, in evaluating the Textile Policy, lays particular stress 
on what it sees as the basic weaknesses of the policy in terms 
of Lts “two principal) objectives that. iss qrathonakivzat voncor 
the industry; and the provision of interim protection from 
disruptive imports. The CSD suggests the Board's mandate has 
tended to be 'corrective' rather than 'preventive', and that 

it limits the Board to an essentially narrow 'case-by-case' 
approach to industry problems. Like the CSD, the joint ACTWU/ 
ILGWU submission concludes that a comprehensive evaluation of 
the consequences okiwhat Pt twiews  7as chhe vis imoqstidelortgarment 
imports is only possible on the basis of an examination of the 
industry in its totality. The CSD.sees as a weakness in the 
pclicy"s application, the undue delays in taking effective, 
preventive action. It sees one of the reasons for the delay 
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as the 'enormous' lapse of time between the filing of com- 
Plawoes OF Injury to the- Textile*and clothing Board by the 
industry, and the submission to the Minister of the Board's 
recommendations. While it agrees these delays are partially 
inevitable because of the requirement for the Board to take 
tui saccount of all factors, terinevertheless- feels this > re- 
duces the effectiveness of government intervention. 


The CSD sees another weakness in the Board's mandate, based 
om ttsebelaer thatthe Gnterests of the worker and those of 


the employer do not always eunecescal ily acorneldenea Lumoar— 
Pvculaciehe CSDMmbecl oathiatmtne workers ave .inpa move .<difti— 
cult position than manufacturers because the latter have 
greater latitude for self-protection from hardship caused 

by imports. For instance, they can become importers them- 
Selves. Cmeciey- Can trans feu «capital 016 Of, the industry , 
OndwinesO cCOIng, In effect can Shitt the burden of the dis= 
ruption on to the workers. For these, the low mobility and 
reduced chances of alternative employment, particularly in 
this industry, given the prevailing age profiles and geo- 
GLapmaLtcCeduscripugion, anveause accrued hardship... ~The scSD 
concludes that, in view of the stress placed by the National 
Textile Policy on the workers in the industry, labour repre- 
sentatives should be given the right to file a notice of 
COMplalmiasciitectly with the VWextile and Clothing Board. 


The conclusions and recommendations of the labour unions are 
summarized as follows: 


l Imports from low-wage countries have increased and 
are threatening Canadian production and employment. 
The situation will worsen unless government action 
rsrtaken to provide wreliesr, 


Ze ine Lise of imports mas wiped out a number Of poten= 
flab wj|ObSs In tehe gaument industry estimated ate ap— 
peOoxumately 75,000 esince: 1966. 


3. The interrelationship of the branches of the industry 
hequires a totalmapproach to any action considered or 
taken with regard to imports. 


(oiiaets LMPOSSTDVemtonm Canadian Clothing £LEms to, com= 
pete with suppliers in low-wage countries even at 
maximum efficiency. 


5 There is a requirement in industrialized countries 
Coeprovidela ull spectaum Of JObs Exom the least 
swulled to the most advanced in Order to attain the 
fullest employment possible. 
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Workers and consumers should have the right to request 
the Board to conduct inquiries on the same basis as is 
now accorded to the manufacturers. 


Procedures should be developed whereby the Board would 
be, able-to/ discern! injury quickly and. toWanticipate 
injury to employment and production in Canada, and an 
integrated approach should be taken, on a long-term 
basis, in any measures of protection recommended and 
implemented, and this should be done in close consulta- 
tion and collaboration with all parties involved. 


An overall labelling, and:.promotion, policy,should be 
developed to ensure proper identification of all 
goods soldsin .€anada. 


CHAPTER SUMMARY 


1 The Board notes that both regular hours worked and overtime 
decvanedyear by year, from the peak in 1973. There’ was 
Se artial wecovery sin the Latter halt of, 1975 and early 
1976, but this was followed by a Sharp decline in the last 
HealieeOie yh 976+ a decline which, un ~che Board’ s:opinion, 
reflects to a certain extent the sudden sharp increase in 
imports which took place during the same period. 


2 In terms of regional implications, the unemployment in the 
garment industry, directly as well as through the multi- 
plier effect on the primary sector, has been occurring (a) 
essentially in the regions of already high unemployment; 
and/or (b) in communities which are highly dependent on 
LOvemunaduUstry foOreehiel1r Livelihood and well being. 


3 Effectively, the interrelated textile and clothing indust- 
ries currently provide one job in twelve in manufacturing 
in Canada, and one in four in Quebec, and at the same time 
it is the largest single employer of women seeking factory 
work in Canada. 
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TABLE A 


Number of Wage-earners and Number of Average Weekly Hours in the 
Clothing and Knitting Industries 
(Monthly, January 1974 to February 1977) 


All Wage-earners* Average Weekly Hours* 

Clothing Knitting ClLOEn Ing Knitting 
1974 (thousands) 
January [a0 Abed She pial SO iau 
February (poss, bo Ons 5 BIZ 
March /aeck heeds 36.8 peel 
April 74.5 AS SiG Shshe 7) 
May JAS OS) Bt) Bore2 
June eee i eleyes Bie Al Sead 
July Tele 6 Uh Paes) Sao Sens ees) 
August ] Sve Uhre) Sea, SS 
September TED ete, Seeks Sores 
October 13.3 ie SO Sts bce, 
November Lilie a igh eee Se 
December Cieg Gee Bp, Seay! 
oS 
January LOR lish is. 3oa7 SRO Cudt 
February 70% 6 UW pent 36.0 Chel) 
March 69.9 oe 34.6 Sgt 
April 69.4 Las Bie ye) 38.4 
May ih \oree) creel Sis hi) BRS 
June ewe Ui Sor ¥ Sar 37.4 
July 67S eis 3457 CW ees 
August 70.4 Gas S536 3070 
September 1220 LESIONS: 3.63.95 38.8 
October (OS: BAO ck 36.4 392 
November fplegs ieee: 35.4 39a 
December TO keAs dkges oud 34e 3600 
1376 
January Were Sak B54 Deore 
February (hese Las, Bota) 38.4 
March 132 tans Oru 33.2 
April FR ORRES) RATS 35.4 Svatl 
May TAS. ge, 34.0 CHAE 
June 7icweal ieee, 35 0 36.4 
July eral Tes Ba 3 37.0 
August ome Es 356.6 S753 
September te VG Sioteey Sine) 
October PARALS LE Gr end Shows SBS 
November 69.0 Ais BARS: Crews Seip 
December Giine2 oer4 Boieg SOc 
at 
January 69.4(p) Ge) 35 24D.) 3320p) 
February 10. 34D) erienGes) Sho eo ke) 39/55/05) 
Note: This data only includes establishments with 20 or more 

employees 


*Hourly-rated employees only 
source: Statistics Canada, 72-002) monthly 
(p) preliminary figures 
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TABLE B 


Average Hourly Earnings, Production Workers 
CPoening industry, Knitting Mills and APL Manufacturing 


Men's Women's Chilaren‘s 


Year Cicthing Je lothing: Pelothing 


(Dollars) 
1 OG ee 7 Pao”d Zo 
go 6 1.56 Toe 1.40 
19638 de, O. P34 ih gis yy 
60 1.84 en 97, 166 
1970 ee ON, Zhe 0 (ESO) 
BO 7k ie ek teveld ee ey) 
LOG 2 eo) 2.46 2.14 
193 Ss) om 5 Oa) Phe oN) 
1974 2200 we eas) | aed oy) 
vei Sree )e | byaes t B04 
October 
139 716 B36 Ave 13 3.64 


Memikoatoeang Mildlseother thans hosiery 


fabrics) 


Other 


Kiaceenc. 7ALE 


Mills* 


Sources: ACTWU/ILGWU joint submission, p.17; 


Statistics Canada, 
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#72-002 


Manufacturing 
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CANADIAN PRIMARY Chapter Wit 
LEAT LGE LNDUSTRY 


THE SUPPLIER The textile industry and the apparel industry 
are separate but closely interrelated, and as indicated previ- 
Ously approximately 45 percent of the total Canadian textile 
production goes into the manufacture of wearing apparel in 
Canada. . Any “significant reduction in apparel manufacturing 
therefore has a direct impact on the level of operations and 
employment in the textile industry. The effect on the tex- 
Pew ulus tiny iS: normally @elino to. months atten the veduc= 
tion in apparel manufacturing takes place. Consequently, any 
study or assessment of the apparel industry must take into ac- 
count the importance of the textile industry to the Canadian 
economy. Gtias) fori this: reason that this! section has: been 

Dec luce ceainmtehne Boards. report. 


The primary textile industry is composed of the cotton industry, 
the man-made fibre industry, the wool industry, the knitting 


industry and the carpet industry. The cotton, man-made and wool 
textile industries produce yarns, fabrics and products for in- 
OUSseiaadseand) nouseholdmpurposes..~e Lie *knatting andustry 2ro= 


duces knitted fabrics and knitted garments such as hosiery, 
underwear and sweaters, and the carpet industry produces woven, 
knatted and tufted: carpets: and@other textile floors covering. 


BACKGROUND Since the beginning of the 1950's, the textile in- 
dustry in Canada has undergone a number of major changes in- 
cluding substantial restructuring, modernazation,. conversion 
of production facilities to meet the demand for fabrics of 
blended yarns, and: corporate consolidation. Many of these 
improvements took place when competition, particularly from 
low-cost countries, was asserting considerable pressure on 

the relatively small domestic market. Perhaps the most sig- 
nificant development has been the shift away from natural to 
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man-made fibres and blends. By 1970, there were more textiles 
of man-made fibre being produced and consumed in Canada than 
textiles of natural fibres. sWith this shift to the use Of. 
made fibre, the manufacturing processes required more advanced 
technology and less labour. With the increaSing awareness of 
design and style there was significantly greater pressure on 
the yarn and fabric producers. Virtually alisot che errs 
which at the beginning of 1960 had processed) coutonvalmos aye 
Clusively had changed over by 1970 to the use of large quanti- 
ties of man-made staple fibres. During this period the wool 
industry also shifted to the production of fabnics made fren 
yarns of blends of wool and man-made fibres. In addition to 
the industry's move toward greater use of man-made fibres there 
was also a shift from woven to knitted fabrics, spurred on by 
the development of double-knit fabric and its extensive use in 
men's wear. This trend was attributed to some extent to tech- 
nological developments which were taking place in the 1960's. 
These developments greatly increased the speed of the knitting 
process and, consequently, lowered its cost. However, in 
recent times the popularity of knitted apparel, particularly 
in men's wear, has .declined. saints placey, ther demand yoru 
apparel made from woven fabrics has increased once again. 


With the shift away from natural to man-made fibres, there has 
developed among the textile producers a substantial inter- 
dependence within the sectors of the primary industry. Manu- 
facturers, whose chief raw material in 1960 was natural fibres, 
now depend on domestic man-made fibre producers for a major 
part of their raw materials. Any major decline in the domestic 
production of man-made fibre can create a serious problem in 
availability and price of important raw material required by 
the apparel, industry. According, to the primary industry, the 
level of penetration of the Canadian apparel market by imports 
in late 1976 caused Canadian fibre plants to reduce their out- 
put to the point where they were falling behind the rest of 

the wormld-an terms of scale «apacity-rand,ainit® costyetirelency 
which must be maintained in order to have efficient and com- 
petitive fibre plants in Canada. The textile sectors are thus 
heavily dependent on a healthy apparel industry for survival. 


Certain horizontally integrated primary producers, manufactur- 
ing fabrics and related products for both the apparel and the 
industrial or home furnishing market frequently operate these 
parallel lines on the same site, and share fixed costs.. If 

the production of fabrics for the apparel industry becomes de- 
pressed, the overhead burden shifts to lines previously more 
profitable. The problem created by a depressed apparel fabric 
Output thus affects a company's ability to remain cost competi- 
tive on other lines of production. 
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STRUCTURE AND LOCATION OF THE INDUSTRY The primary industry 
has a greater concentration of production than the apparel 
Prouculy. “OVer 65 percent of the primary industry is located 
in Quebec and Ontario, with small segments in Nova Scotia, 
British Columbia and other provinces. Within the primary group 
there are several large firms whose production accounts for 
aemej7 Or portion of eEhe “output Of soecific andustry sectors. 

Doreen ample, rnethe production Of cotton yarn, “three firms 
account for 85 percent Of yarn production, One’ firm produces 


75 percent of the cotton-polyester blended fabrics, and over 
Doe perceit Of the man-made™iitbres are Supplied by <6 firms: 


with 5 firms producing in excess of 90 percent of the woven 
MaieMace Labrics. Three *tiarms revide 75 “percent ofthe Cana-— 
Cian WOrsted. Labric production. 


CAPITAL AND REPAIR EXPENDITURES Annual capital and repair ex- 
venditures increased at a fairly constant rate from $60 million 
Mimlool LO of Z2 Sos mebieon in 1975." the total forthe: fifteen 
year period was approximately $2.1 billion with over one-half 
Dien lomcOtal, Soeltrein the period trom 1970 to 21975 anclusive. 


Durang the’ 1960s the textile industry, faced with rapid market 
and technological changes as well as increased competition 
BeONE es MIDOLeESs, UNGertCook a ‘Signiticant program of capital’ an= 
vestment amounting to almost $1 billion. This was an increase 
of close to 90 percent over total expenditures on new plant 
and equipment for the previous decade. Expenditures in the 
period 1970 to 1975 inclusive were roughly the same as in the 
preceding ten-year period. The shift to man-made fibre pro- 
duction accounted for the heaviest capital expenditure. This 
reflected not only growth but also the technological complexi- 
ty of that sector. The man-made fibre industry is generally 
regarded as being closer to its chemical industry derivation 
than to textiles and iS a capital-intensive industry. New 
capital expenditures are estimated to be above $200,000 per 
production worker for the man-made fibre producers. 


The adverse influence recently caused by rapidly accelerating 
garment imports has intensified the competition faced by the 
Peimeany textile MWodustry un Les most amoortant market,=the 
Ghothunc maAnuUTaAcCtiming ImMcuSsery. 9 This sa tuatuon has not de- 
terred the industry from continuing to make record investments 
on modernization of plant facilities, a necessity in today's 


world-wide competitive situation. Expenditures in 1974 were 
Soe tiiet yon, tie hignestarn any year to date and an 1975, 
Poo ml tion. The man-made sector econtinued farsin the <lead, 


accounmcing Lom nearly malt tworethiercotal~ Lor -cthe industry an 
the last 3 years. 


The industry has publicly stated that it has been encouraged 
by a series of recent government actions, including restraining 
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of imports of apparel and double-knit fabrics. For example, 
Du ‘Pont 'of.Ganada rtd Juhas resumed COnSerUCcclOn Onmtromocs 
million plant at Cédteau-du-Lac, Québec, which is now scheduled 
to begin-oroduction in 19:78) and will-employ 3275, pensons:. 


OWNERSHIP It has been estimated that about 65 percent of the 
capital sinvested dn the’ primary industry as comerolled yin 
Canada, compared to about. 45 percent in manufacturing generally. 
The foreign control that does exist is concentrated mainly in 
the man-made fibre sector where all of the Canadian producers, 
parent companies are-located in the United-~States, the United 
Kingdom om wJapan,y Forsthe most (part, these “multi-natronark 
companies are major world chemical concerns. 


TECHNOLOGY The primary. textile industry is considered tombe ras 
technologically efficient and productive as any other primary 
textile wndustry-ineene world. = Thevshutt LrOmenduumad Weremowes 
to man-made fibres and blends has been accompanied by notable 
technological, advances. 


The fibre-to-yarn stage has been characterized by a reduction 
in the number of necessary operations, the introduction of 
automatic transfer procedures and a tremendous increase in 

the output from new machinery. Various processes of open-end 
Spinning at higher speeds are now being used. In the yarn-to- 
fabric stage, increased productivity has resulted from the in- 
troduction of new kinds of weaving and knitting machinery. 

The shuttleless loom is now an important type of loom used 


in Canada, with a consequent increase in speed. In the finish- 
ing stage, the results of research and. developmentrare, very 
apnarent to. the. consumer.” Finishing, techniques cam guvel a 


fabric many qualities which it does not originally possess, 
including resistance to shrinkage, creasing, moths, flames, 
odours .and “stains. ,.More and. more. of. the. finishing, ofthe jrab— 
PIC 1sy).canmied.out by. the fcont inuous,s process method. 


Research and development activity in the primary textile in- 
dustry is largely concentrated within the major man-made fibre 
producers. As subsidiaries of large foreign-based firms, they 
rely heavily, on, tneybasic technological ;ismppont.of the .parene 
companies... However, they do maintain relatively. extensive 
facilities where a substantial amount of research and develop- 
ment is carried out for the Canadian market. They also pro- 
vide elaborate technical services to assist Canadian fabric and 
apparel manufacturers in making optimum use of their products. 


In addition, there are licencing arrangements to exploit new 
technology or to maintain a regular exchange of technical 
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information with American, European or Japanese firms and re- 
search institutions. Considerable benefits are derived from 
such arrangements, generally enabling the Canadian industry 
to keep in step with the advances in the industries of other 
developed countries. 


EMPLOYMENT The following shows total direct employment in the 
prameary Industry at varying periods over the past fifteen years. 


1961 6.) 10.0) Logs LO yal 42 
1966 LO OF 8 5.7 1974 JsO-laele Os, 
EO: 93,269 1975 AF aS 
1972 OB OA 1976 90,0007? 
1)Estimated 

Source ~= Ganadlant Text prles <institute 


These figures include employment in sectors of the textile 
IndustEryewhich are not suppliers to -the apparel industry.” Em- 
ployment in those sectors such aS carpet, cotton and jute bags 
would amount to approximately 30 percent of total employment 
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Fluctuations over the fifteen-year period can be accounted 

for by market growth in the early 1960's, followed by a decline 
in the late 1960's which has been attributed to increased pro- 
ductivity as well as imports. There was further growth lead- 
Migeup ecOw Ly sewhen employment peaked at L02;7/42, followed by 

a steady decline to 90,000 in 1976, which has been attributed 
hosthie imecrease in imports including those’ of apparel. 


During the recent Board hearings, the spokesmen for the textile 
industry pointed out that the textile and clothing industries 
are the second largest employers of manufacturing labour in 
Ganada.= "In many cases the primary industry; because of its 
location, is the sole or major employer in a number of small 
towns, particularly in Quebec and Ontario. 


The employment 'multiplier' for the primary textile industry 
1s=2.9, which, when applied to the direct employment for01976 
as shown in the above summary, would result in total employment 
generated bythe textile andustry in that year of 261,000. 


Employment in the primary textile industry includes a wide 
PangesOrmskpilvs arom hrghly—qualitrved seecinical "people to 4a 
substantial number with a relatively low skill level and little 
Or no mo bike yy. 
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Average weekly earnings for salaried and hourly paid employees 
in ‘the: textile: industry amounted \to-$198.27 a1) ahoG yaa ee ee 
cent increase. in. four years. The average hourly ratenoripay 
forall. sectors:.of the: textule, aindusitry for ithe? year 79 /Gn sueed 
at $4.49 compared to $5.76 for all-manulacturingrey ihemwage 
rates for the textile industry, including fringe” benefits, are 
Said to be about 20 percent higher than for the textile industry 
in the United States. 


THE MARKET The primary textile industry's most important single 
market is the domestic apparel sector which consumes about 210 
million pounds of Canadian produced textiles each year.” in 
addition, the industry produces consumer goods which are sold 
without further processing. As well, vast yardages are sold 

to industrial and other converting industries for manufacture 
into finished goods such as upholstery, automotive fabric, 
drapery material, papermakers’ felts and cordage. 


The following summary showing the Canadian consumption of all 
kinds of textiles demonstrates the less than satisfactory growth 
of Canadian production compared with the dramatic increase in 
imports. Imports and consumption include apparel as well as 
textile products. 


Canadiam Dmports andsconsumption (ii lions sole Pounds), 


Production as 


Production Percentage of 
neeiena less Exports Imports Consumption Consumption 
L965 396 228 624 6 3 
OES 460 544 1,004 46 
Increase 
(Decrease) 64 316 380 (eH) 
Percentage 
Increase R692 ND Gren 60°49 
Source: Canadian Textiles Institute 


Of the total loss of 17 percent ofthe Canadian market’ in the 
eleven-year period, 9 percent occurred prior to the implementa- 
tEon TOL therTextile Policy mn 70m sand) S@pereent an thers 
years since thens; [Lt ts.signiticantk «that salehoughrcanad vam 
consumption increased by 60.9 percent in the eleven-year period, 
Canadian production of textiles for the domestic market increased 
by only 16.2 percent, or 64 mitilivon pounds. - The, major sponte: 

the increased consumption was supplied from imports which jumped 
J30— OmPpercent Ones 16 mi Lilien pounds. 
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IMPORTS Imports have traditionally been an important element 

in the Canadian market for primary textiles. Canadian pro- 
ducers have been faced with competition from developed countries 
such as the United States and from the low-cost countries and 


pette-tiocding natrons.-) FOr the most part, the Canadian’-tariffs 
were sufficient to protect the domestic industry against undue 
competition from the developed countries. From time to time 


problems arose, often due to Over-production in developed 
countries, resulting in exports to Canada at prices which were 
so depressed that they were often less than the full cost of 
manufacturing. These problems were solved in time either by 
Canadian anti-dumping action or by adjustment in the foreign 
market. 


Imports from the United States and the E.E.C. have, in general, 
continued to grow at a rate approximately commensurate with 

the rate .of growth of the Canadian market. A portion of these 
imports are directly competitive with Canadian production, be- 
ing in the strong demand fashion or staple lines, and these are 
imported on the basis of such factors as market acceptance as 
welleas price. ‘By the late 1960's, lLow-coSt import penetration 
into the Canadian market caused a noticeable decline in the 
share of imports held by the developed countries. 


Low-cost countries whose exports were confined originally to 
the standard types of products shifted more toward the vroduc- 
tion Of higher-quality yarn and fabrics which they exported to 
Panodcdem lias was; baci litated in pare khrougn, mobility of capi— 
tal and the ease of -transfer of technology. As a result of 
these developments they are now able to compete effectively 
OveImManoLOoad range, of domestrcy output. 


As to competition from state-trading countries, where prices 
of exports may bear little relationship to manufacturing costs, 
most industry sectors are potentially vulnerable. Several of 
the East Bloc countries have well developed technologically 
aovanced.industries aiwhich age tcapable of supplying, the Cana-— 
dian market with a wide variety of products. 


EXPORTS Exports by the textile industry increased from $151 
ia eomemw nn? O7 05) oO. Jar peak Obese 76 mel! von awn od). and then 
fell omnes 995- to.$ Vi mebion. it ais anteresting to, note 
that these sales abroad were made to almost one hundred count- 
ries. In some instances, these sales were price-competitive 
with theoumporting country’s domestic industry, or were due 

CO feshtonMinnovation.-=The™= protective policres pursued by 
Canada's major trading partners in the field of textiles have 
tended to discourage the Canadian industry to expand export 
trade to significant levels. 
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PROTECTION AFFORDED THE INDUSTRY Like-the apparel amdus tay 
the tariff protection afforded the industry has been higher 
than for other sectors of Canadian manufacturing. fo some 
extent, «this «us a. reflection of penemimportancer areachedm to 
the establishing. of this industry. im the caxslyestagess on 


Canada's industrial development. 


While the industry has been afforded a higher degree of 
protection, in comparison with other Canadian manufacturing 
industries, Canada's most-favoured-nation tariff averages are 
lower than the U.S.A. averages for yarns and fabrics. The 
following table is intended to illustrate the differences in 
MeF.N. tariit “ereatment, accorded: specific textiles by sanada 
and the United States. 


Mile. plain LAVeCLAGes we mle cue ales (Percent) 


Canadian United States 
Product (hes (fey Miele ene Average Tariff 
Yarns 
Cor ron LENG orn 
Man-made Br? Pls ros) 
Wool 13056 P55 
Fabrics 
Cotton esean ES. 8 
Man-made Ayre. poe 
Wool Side 391.9 
Other Fabrics T9230 16.8 


Including knitted 
fabrics. OL “all 
fabies 


Source: the GATT 


The protection provided by the present rates of duty in the 
case of most textiles are considered adequate to offset what- 
ever cost disadvantages the industry may have vis-a-vis the 
developed countries, such as the United States and the E.E.C. 
However, an industry spokesman indicated that this protection 
is less effective now because of the higher Canadian labour 
costs which are said to be running about 20 percent above the 
UnitedesStatesi) slbabourecosts. 


In the case of the low-cost and state-trading countries, the 


industry believes that the present tariff structure is inade- 
quate by itself to offset export penetration by these countries. 


MaAL—=3 


12 1s stated that rates of duty required to accord an adequate 
measure of protection against low-cost imports of textiles 
would have to be considerably higher than those currently in 
effect. For example, the protection afforded the industry is 
Meener than tor most manufacturing industries in Canada, but 
PiempLiiary Sector has never supplied more than about 75. per- 
cent of the Canadian post-war market and currently holds only 
46 percent. 


CONCERNS OF THE INDUSTRY As indicated earlier, the apparel 
manufacturers represent the single most important market for 
[eapLamary = 'NGUstLyY. f§nw time regard, the Industry nas ex- 
pressed grave concern over the problems of the apparel indust- 
tye and a spokesman for the primary group stated before the 
Poarg, aty.cs public hearings in Montreal: 


Problems created by heavy import volumes of apparel 
are compounded in the textile industry. There isa 
Olrect. and critically important Pinkage between our 
two industries. 


The dramatic increase in imports of apparel has, according to 
the spokesman for the industry, caused a temporary and in some 
cases permanent closing down of a number of production facili- 
ties, resulting in a significant increase in unemployment. He 
reported that the primary producers were also having to cut 
back their production and lay off large numbers of workers. 


In order to assess the impact of apparel imports on the pri- 
mary industry, a study was undertaken by CTI to convert units 
of apparel imports into pounds of fibre. This review, ac- 
cording to the industry spokesman, reveals that the textile 
equivalent of apparel imports from low-cost producers amounted 
Loe ezemriiitom pounds in the first halt of 1976, representing 

a 64 percent increase over the similar period of 1975. This 
increase was then equated to the production facilities needed 
Bomeroance. tors quantity. \Heestated: 


Mem noun Of \Canadienm produc rmon Tachiities .re— 
quired to produce just this increase in imports 
would be equivalent to one modern fibre plant 

such as the new facility at CoOoteau-du-Lac, Québec, 
Siero CaDltal cost of oem Lon, the output of 
some seven integrated spinning and weaving plants 
and the output of one and one-half large finish- 
gal anws:. 


whe total apparent consumption of these products has risen by 
60.9 percent in the period 1965-75 but gross domestic production 
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has increased by 10.5 percent, exports have decreased by 21 
percent, leaving a net increase in the Canadian market of 16.5 
percent... On-the other hand, imports have increasedsby —ljcG 
percent in this period and have increased their share of the 
market ~trome3/ percent’ 1n 1965) £0 54 percent iia) oO: 


Turning Lo -the anvestment climate, the industry mdicarcdaeaiae 
the implementation of the Textile Policy by the government in 
1970 has failed to restore an investment climate for the pro- 
ducers which would reduce the uncertainty created by the pre- 
sent environment and permit them to obtain a reasonable share 
of the domestic market. It was also indicated that even with 
a modern, technologically efficient indus try,, the: primary, secuarm 
iS] still vlosiang ground to imports, and since the introduction 
in 1970 0f£ the Textile Policy, the share of the Canddvan man 
ket supplied by domestic production\had declined by the end 

O£ L975 GO. 46, spercent Of theztotral, 


In summary, the industry believes that to overcome the unduly 
high degree of uncertainty which exists in the market, the 
government must extend the measures imposed on imports of 
apparel in November 1976, for a reasonable period, say three 
tO tive lyears, In order to,provide a twbasis for Jong—-terunap ban 
Ning, particularly with regard totcapi tal investmen &..eicern 
the case of the apparel industry, the time frame for planning, 
acquisition and installation of the machinery and equipment 

in an existing plant normally runs from one to three years, 
and LO MajOLr PLOFVeECes Involving new building constnuceron, 
the time frame can easily run to four or five years. 


Veer: 0 


CHAPTER SUMMARY 


1 The textile industry in Canada is considered as technologi- 
Cally efficient and productive as any other primary textile 
mnaustry un the world. 


2 Direct employment in the industry has been of the order of 
100,000 persons over the past fifteen years but has declined 
Beer I7 Ss to 90,000: rn, 1295/6. 


3 Many of the textile (and apparel) manufacturing establish- 
ments, particularly in Quebec, are in areas of high unem- 
ployment. 


4 Capital and repair expenditures have increased at a fairly 
Cons Gann seate trom $60 lion an 19:6 lL toma peak lofs$ 242 


million in 1974. While expenditures were marginally lower 
Basu, cie- total (spent during the d9/70%s was vin excess of 
ils Jonni bier wo vaya 


5 Steadily increasing imports of apparel coupled with increases 
in fabric imports have prevented any worthwhile growth of 
Ganacd lane dbwwie =preduction. 


6 The Canadian apparel industry consumes approximately 45 per- 
Cem OmmthesOuGpUL Of vthe tmexti lesandustry. “Uli sepommts hip 
the vulnerability of the textile industry and its dependence 
on the continuance of the apparel industry. Any signifi- 
cant and permanent reduction in the level of operations in 
the Canadian apparel industry will have a crippling effect 
on the textile industry. 


7 The Canadian consumption of textiles and apparel has risen 
by some 60 percent over the past eleven years but this in- 
creased demand has been satisfied mostly from imports which 
recorded a 138.6 percent increase during that period. 
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THE RETAILER: THE MANUFACTURER'S CUSTOMER Chiaoten Vii. 


In the previous section on the primary textile industry, it 
was clearly shown that the primary sector is heavily depen- 
dent on a healthy clothing or apparel industry for its exist- 
ence. Similarly, the Canadian clothing industry relies heav- 
Gmivson tes «customer, ‘the retaller, torobtain ‘a major share of 
that market in order to maintain a viable industry. 


In this regard, it has been estimated that there are in excess 
of 150,000 retail outlets in Canada whose sales of wearing 
apparel have, since 1968, more than doubled, rising from 
poate On ative 965) tO $5.7 billion tre O76. The two Larg= 
est groups which sell apparel are the apparel and accessories 
group of retailers and the department stores. Other retail 
outlets engaged in selling apparel include general merchandise 
stores, general stores and variety stores. 


Beaseamon Statistics Canada data for the years 1968 and 1976, 
EIew_OMowing 1s a “comparison Of total apvarel sales and of 
apparel sales by the groups mentioned above: 


Percent 

Percent Percent Increase 
Sales of 1968 Oimetotaw 1397-6 or total -~L97/6 over 
Clothing o 2010 sales $'000 sales 1968 
Apparel and 
Accessories 
group isp Sar oS 48 Dro Ta 900 46 OZ 
Department 
Stores VES oo poor bak 2a). 9-46.99 157 Bee LEGS 
Other *retarl 
outlets One Los Le re sO oO 20 68 
Total sales Zoi" 207 AokO0 Brio wat poe "1100 Pak: 


*estimated. 
SOuGLCcCe: Statistics. Canada 


Waihi kok 


As shown from this table, the apparel and accessories group 
decreased its share of the total apparel market from 48 per- 
cent in 1968 to 46 percent in 1976, while its sales increased 
by 102 percent. 


The prominence of the department stores, including the large 
chain stores, rose significantly during this period. Overall 
sales increased by 163 percent while their share of total ap- 
parel sales rose from 27 percent to, 34 percent’ | As forsotne 
retail outlets their share of apparel sales declined from 25 
percent to 20 percent. during the same period. 


Until the mid=-1960"s imports of Glothing, originated primanely 
from the United States and other developed countries. How- 
ever, .by june ,batter part-ort the 60. Us, impoccs «trom slow=cose 
countries had registered a sizeable increase and were account- 
ing E£Or approximately 63 percent of total imports. 


With this large increase in low-cost imports, the problem 
facing the domestic manufacturers in competing for sales to 
the retailer changed. In the case of the developed countries, 
a portion of imports from these countries complemented Cana- 
dian production of clothing and were not confined entirely to 
imports directly competing with domestic clothing. On the 
other hand, impores, of clothing originating, prom Lhe. low—-cocen 
countries competed directly with Canadian manufacturers over 

a broad range of apparel already made in Canada in substantial 
volume. 


In the figst instance, low-cost .importcs originated mainiy pen 
Japan but in a relatively short time, a number of other 
Asiatic countries such as Hong Kong, Taiwan and the Republic 
of Korea emerged as important suppliers of apparel to Canada, 
OUuESErIpping Japan win this: field... Withwtheir fully devetoocd: 
efficient clothing industries coupled with relatively low 
wages, they were able to attract many retailers and presented 
a serious threat to the Canadian clothing industry in dealing 
with its major domestic customers. By 1975, low-cost Asiatic 
producers had been @able to scapture 6?) percent) oF the import 
share of the Canadian apparel market and in 1976 their share 
increased to 75 percent of total imports. These figures re- 
late to garments under current review by the Board. 


In commenting on the retailers' buying practices, an apparel 
manufacturing spokesman stated: 


Canadian retail buying power is highly concentrated 
in the major department store chains. Shifts in 
their buying patterns can seriously affect manufact- 
urers who are dependent on them. Their ability to 


Vi 2 


place large orders with foreign sources leads 
LoegGreat Uncemtamnuy "in? the market *place: 


Mmemcit Ss connection, “the domination of Canadian “retalling by a 
small number of large department store chains has a substantial 
influence on the apparel market. As shown earlier in this 
chapter, their sales have risen in the past 8 years by 164 
percent and they now supply 34 percent of the retail market. 
This fact does tend to confirm the statement made by many appar- 
el manufacturers in Canada that, unless they can sell to at 
least one of the’ "mayors “each season, they're in serious diffi- 
Culriess = It also “endicates thatthe major retailers are “ina 
strong position to negotiate terms and conditions with domestic 
ManulLacturers. ~ Consequently, Canadian manufacturers try to 
avoid too much dependence on a single customer and endeavour 

to spread their sales over a large number of customers. Sales 
made to a sufficiently large number of small retailers will 

not only enable a manufacturer to achieve good production 

runs, but will also have the added benefit of making the 
manufacturer less reliant on the whims of one major customer. 


The Board sent questionnaires through the Retail Council of 
Canada to 179 of the larger retailers 7in Canada “to obtain a 
bread range: OL rntormatton imc! uding feneir reasons “Lor hand= 
ling imported merchandise. Replies were received from 51 
retailers. While small in number they represented about 50 
percent of the sales of clothing in Canada. Their reasons 
Given ror importing tems ‘of ‘clothing were primarily as 
follows: 


1 Customer demand 5 Not available in Canada 
Zao t yale 6 Women's fashions 

See Price 7 Delivery 

Wee Oa ditty 


There was no real consistency among reporting retailers as to 
the priority to be assigned to the above reasons for import- 
ing, although there was some linking of stvle, price, quality 
and customer demand, which perhaps is indicative of the 
interrelationship of these factors to each other. 


in Chapter) -X the matter of price increases “for clothing has 
been dealt with in some detail. From the information re- 
viewed, the Board noted that for the period from October, 
1976 to March, 1977, during which time the emergency measures 
were implemented, price increases for wearing apparel in 
Canada amounted to 2.7 percent whereas for all items the in- 
crease was 3.5 percent. 


Tien togatO.mark—ups, muchwanformation. of avery broad nature 
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was received by the Board from interested parties. From this 
information it was possible only to make general comparisons 
of the significance of mark-ups between imports and comparable 
Canadian goods. The percentage mark-ups levied on Canadian 
products, based on the selling price, were said to range from 
a low of 40 percent to a high of 55 percent, with most respvon- 
dents indicating mark-ups in the area of 45 to 50 percent. 

The mark-ups submitted on imports ranged from as low as 45 
percent to a high of 70 percent. As a percentage of cost to 
the retailer these mark-ups on Canadian goods would range 
from about.65.to, 220. percent, Vand" on Imports would ranges rom 
about 80 to 230 percent. 


The general consensus among apparel manufacturers has been 
that imported goods are usually priced at just below the do- 
mestic price for comparable Canadian-made apparel. 


Information received from smaller retailers was sparse and in- 
complete. It is believed, however, that most of the smaller 
independent retailers confine more of their merchandise offer- 
ings to goods purchased entirely in Canada than do the major 
retailers; some of the apparel purchased in Canada by smaller 
retailers is foreign merchandise brought in by traditional im- 
porters. Buying trips abroad are expensive and time consuming 
and, in the case of the Far East at least, require that the 
retailer be able to place large volume orders with foreign 
manufacturers. Furthermore, in many cases, these orders must 
be placed months in advance of the season, with irrevocable 
financial commitments as well. Consequently small retailers 
are more inclined to buy from traditional importers. 


The Board has received a number of representations from an- 
other group of retailers, namely, the high fashion and bouti- 
que stores, which are in somewhat of a unique position. They 
are primarily or totally oriented towards imports. Exclusiv- 
ity, or the search for something different, has led most of 
these stores to offer imported goods. Many appear to have 
started off by offering imported apparel which they have pur- 
chased from traditional importers in Canada, and gradually 
have made their own buying trips abroad. 


While it has been suggested by the high fashion retailers 
that imports tend to satisfy the search for uniqueness, it 
must not be overlooked that Canadian apparel manufacturers 
have demonstrated an ability to provide designs and styles 
of wearing apparel at competitive prices which have appeal 
not only to Canadian consumers, but increasingly as well to 
many consumers abroad. 
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VIEWS AND CONCERNS OF THE RETAILERS The Retail Council of 
Canada claims to have within its membership retailers who ac- 
Sountetor Over 60 percent Of ‘Canada*s total retail store’ 'vol- 
ume. The combined experience of these retailers is therefore 
considerable when it comes to assessing the strengths and weak- 
nesses of the domestic apparel industry. 


ineaceubricihto) the: Board, Sthe! posttton-takenreby the Retarl 
Council towards imports was to strike 


the best balance between providing necessary assist- 
ance to the hard-pressed domestic textile industry 
while at the same time giving full consideration 

to the needs of Canada's consumers, particularly 
those in the lower income brackets... 


It further stated 


Retailers are in the business of selling merchan- 
dise and satisfying customers. Considering 
Oniymthe ra profatabiliaty, thes orrgin-OLutheir 
merchandise matters little. They do, however, 
have an interest in seeing a substantial and 
successful textile industry maintained in Canada, 
not least because viable employment alternatives 
forethes200;,0000Canadlansieéarning» their liveli= 
hood from the industry are not readily discern- 
ible. 


In essence, the concern of the Retail Council is continuing 
access toumerchandise at prices. waLich inv practice wrk! prob— 
ably be below those at which the Same or Similar merchandise 
can be purchased in Canada. 


The Retail Council felt that protection should be selective 
and temporary and, 


that the problems of the Canadian Textile 
Trade would not be solved solely by regu- 
lation of the intensity of foreign compe- 
eon. 


It was of the opinion, 
that more permanent and more productive 
results are available from the bringing 
about of a highly productive and effi- 


Greonimt bade. 


The Retail Council stressed the need for "an overall strategic 


Wile 


plan". Lt -outlLined-inubroad terms how ‘the plamtshouldebe 
developed. For example, it would include such things as - 
determining market demand for each product line; determining 
domestic supply; establishing levels of protection by sector; 
phasing out the production of products which cannot be} econom— 
ically manufactured in Canada and attempting to develop more 
export markets. Since the conclusion of the Board's hearings 
a series of meetings have been held between the Retail Council 
of Canada, the manufacturers, the importers, the labour 

unions and the Canadian Textiles Institute, leading towards 
resolving many of the problems currently involving the apparel 
industry. A considerable measure of success has been accom- 
plished as evidenced by the memorandum of agreement signed by 
the various parties. It would appear that the strategic plan 
envisaged by the Retail Council in -its brief has to’ a con= 
Siderable extent been incorporated in the memorandum of agree- 
MeIMe. 


The 'high fashion' and 'boutique' retailers are also concern- 
ed about the effect of any continued system of global re- 
straints on their operations. While their primary function 
is that of retailing, they are heavily dependent on easy ac- 
cess to imports, since many of these stores have developed 
and nurtured the ‘imported merchandise’ theme of their busi- 
nesses. Their reputation has been built upon, and their 
clientele has been attracted by the promotion of the unique- 
ness; exciusivity, sty lepequalaty,;etashionabilwty mrete.s 
which have been claimed for imported garments. It is claimed 
that their consumers prefer, for a variety of reasons, to 
wear imported clothing. 


They contend, therefore, that their continued existence de- 
pends upon being able to import their merchandise from abroad. 


The Canadian High Fashion Retailers' Association, which was 
formed to represent the high fashion stores, contends that 
the international mobility of the sophisticated consumer is 
such, that to curtail amportsrot high = tashiontqarments# would 
do little to change her/his buying habits. Consequently, 
there would be no increased demand for Canadian made clothing. 


The Assoctationvalsosstated thathe@tsimembers;, shopseor-bou-— 
tiques range from exclusive one-country or one specific de- 
Signer stores to a collection of boutiques or departments 
under one roof. The percentage of imports varies with the 
nature of the shop but all shops vend predominantly Developed 
Country High Fashion Imports. Therefore, the business success 
of many 'high fashion' entrepreneurs is also founded mainly, 
or exclusively, on imports, whether these goods are imported 
directly by these retailers, or purchased from traditional 
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importers in Canada. 


The concern of the high fashion retailers therefore, 1s over 
access to the kinds of merchandise which have traditionally 
been associated with their stores. This concern is also ex- 
pressed by many of the large retail department stores which 
operate high fashion boutiques as separate departments in 
their stores. 


The retailers, like the manufacturers and the importers, have 
asked for more certainty with regard to import regulations so 
that long-term planning can be carried out. The Retail Coun- 
cil had pointed out that importers face financial losses on 
any binding obligations when quotas are hastily imposed. The 
Council did not specify a time-frame which would best suit 
the operations of its members but in the agreement reached 
between the retailers and the other principal parties in the 
industry, a five-year term has been suggested. 


MAJOR RECOMMENDATIONS TO THE BOARD The Retail Council of 
@Ganada made an important’ recommendation which calls for ‘the 
development of an overall strategic plan. This recommend- 
ation has several facets and was dealt with in the preceding 
PageSsOLETEnUS ‘chapter; as indicated Garlier, 1t has to a con- 
Siderable extent been incorporated in the memorandum of agree- 
ment signed by the various interested parties. The Canadian 
High Fashion Retailers’ Association made the following rec- 
ommendations: 


ieee hagh fashion ands specualty apparel from the 
developed countries of Ireland, United Kingdom, 
Western Europe, Israel and the United States be 
removed from the Import Control List. 


Ze aACCOLdancel with SeCelOne se Ome ruicle xiivor 
the Arrangement Regarding International Trade 
mae Textules, “handloom febrics oF the cottage 
industry, or hand-made cottage industry pro- 
duces made Of such hand loometabrics, or tra— 
dptronal folklore handicrate textile products, 
saould be exempted from tarrie and quota 
BeStrictilons. 


3 Any quota regime should take into account the 
ability of major importers and competitors of 
the high fashion and specialty retailers to 
unfairly manipulate quotas to the detriment 
of the members of our Association, contrary 
to traditional fairness in the market place 
and the prohibitive cost to the small busi- 
ness entrepreneur. 


Mie R—7] 


Any future regulatory regime should provide ample 
notice to High Fashion business sectors, SO detri- 


mentally affected, to avoid future unfaim: dislocation 
in the market place. 


VIII-3 


CHAPTER SUMMARY 


1 Estimates place the number of retail outlets in Canada in 
excess of 150,000 whose sales of clothing have, since 1958, 
Mamemstivan aoubled +LOm S27) bit ULOmgeOre ong Dll iiton an 197.6% 
Apparel sales by department and chain stores have increased 
Over the past eight years by 164 percent to $1.9 billion, 
representing 34 percent of the market. This heavy concen- 
tration Of buying power can have aymajor impact on the 
eloetning manuLacturers through Sshicts im retail buying pat— 
Ceinseand policies... 


2 Major retailers, responding to a Board questionnaire, listed 
emnumoer Of reasons foc importing clothing, Of which the 
mostelmportant were style, price, quality and customer de= 
mand. 


3 The mark-up taken by retailers on imported clothing is 
higher than on Canadian-made goods. 


4 The high fashion retailers depend almost entirely on im- 
ported apparel, most of which originates in the developed 
countries of the western world. 


5 The Retail Council of Canada stressed the need for ‘an 
Overali strategic plan’ “which Tt outlined in broad’ terms. 
To a large extent it has been incorporated into the 
agreement between the various industry parties, a’ copy of 
which is included as Appendix 9. 
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THE IMPORTERS Chapter IX 


Importers of apparel into Canada can be classified into three 
broad categories: traditional importers, retailers and manu- 
facturers. 


Traditional importers are those who mainly or exclusively 
import, warehouse and sell clothing directly to the retailer. 
The majority of the traditional importers are members of the 
Samadikain Testa lé- Importers sAssoctatton. Some qoods are our 
chased and imported against specific orders from a retail 
establishment but substantial quantities are also purchased, 
imported and held in storage against anticipated sales. 


The retailers who import apparel directly from foreign count- 
tres bange rom the major, department and chain stores. 40, small 
retailers who may operate one or a few relatively small stores. 
The high fashion retailers are said to be primarily family 

owned ~ classic’ small) businesses that specialize an jhagh fash-— 
10n imported apparel. It is estimated that there are less 
PaapeOOm such stores any Canada, sncluding yagh fashion boutiques 
within major department stores. 


A number of Canadian apparel manufacturers have entered the 
import field in recent years for a variety of reasons. Some 
of the reasons presented to the Board included: 


inability toi manuGacture some of thei linestatea cost 
competitive with low cost imports. In order to provide 
Ehevr customers with @ fullebine, on an economic basis, 
Eney were LTOrced, Lor ImMpepemtoser rl out “there “line: 


Tossrest the market Hor paGtreularelines Of apparel, 


tncLruding awnternatwonal” prandmnanmes, oreparatony to 
establishing manutacturing  traciircies 1 Canada: “Lf 
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and when the market was proven, production was or would 
be commenced in Canada to replace the relative imvorts. 


To complement Canadian production in the same lines or 
in 'co-ordinated' apparel. Some manufacturers have used 
this method with considerable success in combining a 
relatively small percentage of imported garments to 
"match' their Canadian produced garments as a marketing 
strategy. The success of some of these programs has 
resulted in substantially increased Canadian production. 


SOURCE AND VOLUME OF IMPORTS The following is a summary of 
imports in recent years of the specific apparel items under 
review: 


Rep. People's 
Hong OL Rep.of Sub All Percent 


Year Kong Taiwan Korea China TOA OENers, Oras Ciande 


(MELlions OG Unies) 


1970: 29754 era Cole a4 SHS ee ane Was oem AS lbs?) 

I A ewan ae hee nie See 529 (Asean Veh ehh as 2150 
MOQ) Bowletsc i SLOT OMe T 4s59 jbl ag, OS ain, Ab NS} ALO 42.9 
OT SoG lene ewe ale ae lain TES ae 53717) 6 Ove 5 5 ores 
1974, 24-76 38,4 Zo wie) Mia 102.2 64.3 166.5 = thee 
POTS Soe UG © 30s) lon: WAT LAT pam SrA Tie GA usier 11.4 
LOG Sos Om a a nS oe aoe 202 send 0 6 2h dees 46.3 


Source: Statistics Canada, Catalogue No. 65-007 


The percentage increases in imports in 1976 over 1975 based on 
the above figures for selected countries are as follows: 


Hong Kong 58% 
Taiwan 47% 
Korea, Republic of 52% 


China, People's Republic of 124% 


Total 4 Countries 5a % 


TX =2 


Promeag/0 to,l976, total imports have grown 168 percent. While 
Hong Kong, Taiwan, the Republic of Korea and the People's 
Republic of China have been important suppliers of clothing to 
the Canadian market since the early 60's, the predominancy of 
their position today is evident - in 1976, imports from these 
Suppliers accounted for 75 percent of clothing imports from 

all sources. These suppliers have developed their clothing in- 
dustries to the point where they are able to satisfy the demands 
Of importers from all over the world for fashionable, quality 
clothing at low prices. According to the statistics released 
by the Textiles Committee of the GATT, Hong Kong and the Re- 
public of Korea are by far the leading exporters of clothing 
among the 'Developing Members' of the ITA. Together these two 
suppliers account for 79 percent of imports of clothing by 
"Developed Members' on a value basis. 


To assess the importance of each of these groups in relation 
COME cOtdl se Guantity OLecLoching Lmported’ into Canada, einrorma— 
tion regarding 1976 imports was obtained from a svecial analysis 
Underiaken by Statistics Canada. This analysis covered all 
companies which imported over 95,000 units of apparel in that 
year. The import performance for the same companies in 1975 

was then obtained from applications they had made to the Depart- 
ment of Industry, Trade and Commerce for 1977 import licences. 
In a few instances, companies which imported in 1976 did not 
MipOime atime oy > eresultang tinea slightly hvgher number in 1976: 
VOocCeCompared  withvi90y in 19/5. 8simports by the three cate 
gories of importers are summarized below: 


LOTS 1976 
MiepPiionseo£ Mei jons, of 
No. OL Unies. imported NO Oe Units Imported 
Compan) sNum— % of Compan “Nam= % of 
Les ber TO tal ies ber AN@ nets al 
Tradittona. 104 POS 64.9 er IPAS ae 64a 
Importers 
Retailers 27 26ee Ome 28 Son det eens} 
Manufacturers 59 50.3 LOO 67 Socks! Orne 
TOEaL 190 G2 ere OO. 0 206 TP O2e 2a 0 0F.0 


One hundred and ninety companies imported 162.2 million units 
Smeappareiein 1975, representing 67.5 percent iof total imports 
Tet hateyeai, 7 1nsei9765, 206econpanies) imported! 192% 4e milizoen 
units representing 70.9 percent of total imports in that year. 
It is significant that in the companies samoled as shown in 
the above, summary, the share+of: imports» by each of >the three 
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classes showed little change from one year to the other, with 
the traditional importers and manufacturers showing marginal 

decreases on a percentage basis in 1976 with a corresponding 

increase by the retailers. 


IMPORTING PRACTICES ‘Canadian importers generally (pur chase 
clothing in the Orient twice a year. - In October and November 
of 1976, for example, importers proceeded to the Orient to 
place orders* for clothing for the 1977 Fall and winter 
seasons. “In April-and Mayr,or slo 7, eney: Wee Ove rscas mara 
purchase clothing for the 1973 Spring and Summer seasons. 
Contracts normally have to be accompanied by irrevocable 
Letters of Credit (L.C.) which essentially means that once 
the exporter has satisfied the terms of the L.C., the goods 
are shipped, and the bank pays the exporter accordingly. 


In most cases the e€xporter-in- the Orient is not,a style, leader 
Or innovator. He is a copier of garments appearing in fashion 
magazines and, for the most part, of samples which are brought 
to him by importers. The exporters in these countries do not 
have large international sales forces; the customers go to 
them. Their sales risks are minimized through the use of 
Letters of. Credit and.fheir export programs, jnc Ludings tuewu. 
selling prices, are subsidized by their governments. 


Although imports are concentrated in low to medium price 
categories, Canadians import clothbing.in, all price andyquality 
ranges. In addition to the market for low-priced imported 
clothing, there are vmportant markets an. Canada for: 


specialty apparel articles where due to the 
smati~market- it. 1s not. economrea liyetreasible 

to manufacture in Canada; ethnic apparel sought 
after by ethnic groups and where manufacture 

ES, Contained, to the.” homelands. higigtashloneand 
foreign label merchandise originating primarily 
in Western Europe and the United States. This 
business has been actively promoted by retailers 
both through independent boutiques dealing ex- 
clusively in imported high priced merchandise 
and by the major department stores operating 
boutiques as a department of their retail stores. 


The Retail Council of Canada, inva submessionm to. che board, 
gave the following reasons for importing: 


Canadian retailers look to a ‘foreign source if one’ or 
more Of the following considerations apply: 


(a) Non-competitiveness in price or quality of Canadian 
merchandise 
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f(D). Liminced Canadian, manuLactiuning capaci by 
CG)r Uncertainty “as tO, Canadran delivery times 


(dd). Limited: or no selection, of domestic. production 
in style or price ranges 


The.mMos ts ‘common,.2easons- are, of courses. ithe price/ 
qQudditvimelationship, “and. tne: need: tor variety: to 
meet the sophisticated and discerning needs of the 
Canadian style. and. value-consci1ous customer. 


It has\ been stressed that there is a high degree of sophisti- 
cation in the Canadian consumer market, and this, coupled 
Wii aa ie emia eidVel ye Smelly (DOD lat Lon. Canada andxnconses 
quently the small scale of production, has led to increased 
PEESSUIe. CO Inport. 2Lbas claimed thaw Canadwaniretaitexs 
face competitive pressures to buy as well as they can, what- 
ever the source of the merchandise. Some retailers main- 
CaimMeunat reductions ane thersupp Lys of: Wow=praced)2mports 
could lead to reduced sales at the consumer level and pos- 
Sibly to a decrease in their overall volume. 


Thestrend to. amternational, hagh fashion has. accelerated: .and 
boutiques in the major cities in Canada have increased in 
direct relation to the more sophisticated international 
tastes of the Canadian consumer. The following statement 
by the Canadian High Fashion Retailers Association appeared 
Muethe rAssocvati ons bnveftito.tbhe Board: 


IMPORTANCE OF FOREIGN LABELS 


babels- wane) quides Jand.:act assmagnets) fom tour 
sophisticated clientele to recognize the de- 
srgnv name and) fabriic familiar with their 
fashion media. Labels act as guides as to 
theswiuaeus ty,.tiabrvey anditoratquin: of atthe, iia-ogh 
Fashion. Our customers are traumatized by 
the foreign label which has become synony- 
mous with quality, originality, style, ele- 
gance and timeliness. Our customer buys not 
only our .services but the ‘exclusivity' and 
quality of goods based on the label syndrome. 
The foreign label syndrome acts as a barrier 
LCoetne «Canadian manuracturer.. 
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It was suggested by others that many Canadian consumers are so 
impressed with a foreign label that they will forego superior 
quality Canadian made apparel at a lower price in order to 
acquire the foreign label ‘article... This situation was deale 
with by the labour unions who felt quite strongly that Cana- 
dian manufacturers, and conseguently Canadian workers, were 
being deprived of production of a significant volume of apynarel. 
It seems clear that the terms 'haute couture', ‘high fashion' 
and "high price! are not synonymous. According to the Cana- 
dian High Pashion* Retailers" Associvatron, “haute. couture’ 9 in 
Paris serves approximately an international aggregate market 

of no more than 1,200 and probably closer to 600 women in the 
world who are consistent consumers. It seems that so-called 
“high fashitonm is being comfused with Nigh price esimce 
substantial quantities of foreign label apparel made for recog- 
nized houses are not being manufactured in the country of 

the designer, but rather are mass-produced in other countries, 
including “the Far *Bast. 


CONCERNS AND RECOMMENDATIONS OF IMPORTERS The following views 
are essentially those of traditional importers who occupy the 
predominant position in the Canadian importing community. By 
and large, importers intimate that they are prepared to live 
with limitations on clothing imports in those cases where such 


action is warranted. However, they ask for a clear and concise 
import policy so that they may 'know the rules of the game they 
are playing’. ~ “Importers must forecastor anticipate styles 


and colours months in advance of the selling season, and, as 

was indicated earlier, have to make irrevocable financial com- 
mitments. In some instances, the orders. they place are in 
response to firm sales commitments in Canada, but for the most 
part ordérs are placed in anticipation of sales to Canadian 
retailers. In these cases, stocks are required to be held in 
warehouse until sold and delivered, so that the traditional 
importer carries a considerable financial risk. Importérs 

have made the point that decisions by government which have 

the effect of retroactively increasing the values for duty of 
imported clothing, or rolling back the Teévels of imports, create 
uncertainty and financial hardship and, in some instances, short- 
ages of merchandise. 


Importers are of the’ view that in those cases where it is 
deemed necessary to limit imports the control should be 
administered in Canada rather than in the exporting country. 
Arrangements. desiqned, to, 1lamict the squantacy Of clothing 10] 
ported into Canada which are administered by the exporting 
COUntTy are reported to beve resulted in wandtall protits 

for exporters, and conversely, additional expenses for Canadian 
importers, retailers and consumers. It is understood that 
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following the negotiation of a so-called ‘export restraint 
arrangement' the exporting country allocates the quota among 
its exporters. The quota, of course, becomes a commodity in 
femana ana Guieckly has a price: attached to it. ._Thus,in .add1i- 
tuon to the regular price of the goods, the importer must pay 
a quota charge which, of course, is passed on to the retailer 
and consumer. Quotas are bought and sold in many low-cost 
garment exporting countries. The most recent Canadian expe- 
rience related to the Board in this respect involved ski wear 
where the quota charge in the Republic of Korea is reported 
to’ have ranged from 22 to 26 percent of the importer'"s cost. 


In the case of quotas administered and controlled by Canada, 
importers contend that they can avoid quota brokering. [In 
such situations the importer would receive his import permit 
and be free to purchase his goods in the country of export 
from the manufacturer who is offering the best price. 
Nevertheless, subsequent to the announcement of the global 
quota on November 29, 1976, there were many advertisements 
offering to sell or buy quota. To date, however, there is no 
evidence that quota is actually being bought and sold, but 
goods are probably being imported by one merchant on behalf 
Omranother and sold tothe hatter an Canada: o This as) ‘a tradi- 
tional practice among importers. 


While there is no data available on the cost to Canadians of 
quota brokering in either the exporting or importing count- 
ries, there is some information on the cost of quota broke- 
ring in exporting countries as a result of restraint agree- 
ments concluded by the United States. The Comptroller 

General of the United States, in his March 21, 1974 report on 
the Economic and: Foreign Policy Effects on Voluntary Restraint 
Agreements on Textile and Steel, estimated that in 1972 United 
Suatosmimporters- padd S92Z4to 3 bOSimitiuon for: quotastrto troreign 
quota holders. 


Regarding the global quota on clothing which was announced on 
November 29, 1976, importers expressed their serious concern 
over the roll back in the 1976 level of imports and the ldike- 
enood= that. such ‘action will lead to significant ishortages: in 
some garment categories. They also pointed out that in addi- 
tion to having their entitlement reduced to 90 percent of 
their 1975 performance, the entitlement would be for a 13 
month period rather than 12 months. While concern was also 
expressed regarding the lack of flexibility in the utiliza- 
tion of quotas, importers welcomed two aspects of the global 
quota announced on November':29, 1976 - the control of the 
quota remaining in Canada with permits issued to importers, 
and the right to use the permits to import from any source. 


Tx 


In their recommendations to the Board, the traditional import- 
Grs Maintained that controls should be Limited tomthose  pue- 
ducts where manufacturers can clearly demonstrate injury. It 
was their view that quota control should remain in Canada and 
that interchangeability should be allowed between apparel cate- 
gories to respond to market conditions. An annual growta 
factor of 10 percent was considered essential“1af the quota 


were to bemarn in -etrect. 
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CHAPTER SUMMARY 


uk 


The traditional importers, i.e. those who are involved 
Prenat age In MOR inG, account for approxamately two- 
Biiros, Ot all apoare: imports into Canada. The remaining 
one-third is about equally divided between retailers and 
manufacturers. 


Apparel imports increased by 168 percent in the period from 
POO withthe Lercest Single increase occurring in 19/6 when 
tie volume increased by 46.-3 percent over 1975. 


Hong Kong, Taiwan, the Republic of Korea and the People’s 
Fepublec of Chima were the source of 75 percent of all 
Mp ane COL tS ante Canada in- 1976. 


In most cases the exporter in the Orient is not a style 
teadersorsannovaror.. Mostly, hesasma copiernof sampletigar— 
ments brought to him by foreign importers or of garments 
appearing in fashion magazines. 


The most common reasons for retailers to look to a foreign 
source of supply are said to be the price/quality relation- 
ship and the need for variety to meet the sophisticated and 
discerning needs of the Canadian style and value-conscious 
customer. 


There has been an accelerated trend to high fashion boutiques. 
It is said that customers of the boutiques are traumatized 

by the foreign label which has become synonymous with quality, 
Originality, style, elegance and timeliness. 


There was almost complete unanimity of opinion among those 
appearing before the Board or who made submissions to the 
Board, that any import quotas that might be imposed should 
be administered in Canada to avoid increased costs from 
quota brokering. 


ie COncert With the manufacturers. and the retavlers > the 
thada tional amporters desire certainty inthe’ market place, 
in order to plan their business effectively. 
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THe. CONSUMER: — THE) ULEIMATE: CUSTOMER Chapter xX 


In its presentation to the Textile and Clothing Board, the 
Consumers' Association of Canada (CAC) voiced its disapproval 
Semelea ntLocuctlOn Of, additionalsrestraints on the importa— 
PROnmoLeGarwenuscentoO Canodan  giimangued, that, tne. tars tsi cur— 
rently being applied against imports of textiles and clothing 
averaged 23.6 and 25.5 percent respectively, and are among the 
highest rates of duty of imported goods. 


DPesalsomargqued that the direct and, indirect.cost.t0 consumers 
OfepEOocection for the textile and clothing industries is very 
substantial. As an example, it claimed that the recent sus- 
pension of import permits for outerwear from six countries had 
already resulted in a startling price rise for these garments: 
while clothing prices generally increased by 1 percent between 
september. and October 1976, indices for men's and women's out- 
erwear rose 1.7 and 2.7 percent respectively, over the same 
berlodis Mt alse argued that as a .result of bimitations. placed 
On articles of clothing shipped to Canada, foreign exporters 
and/or domestic importers became reluctant to handle lower- 
priced items to any Significant degree, primarily because the 
hermione On such goods wWsesmall.e she claimed that thas .limita— 
tion of low-cost clothing has an adverse effect on the con- 
Sumer, nOt Only in Contributing to higher average clothing 
prices, but also in reducing low-income consumers' access to 
budgec-saving Clothing. 


The Quebec chapter of the Consumers' Association of Canada dis- 
associated ttself >from the™brief=presented by the natronal 
association. The Quebec group supported the restraint measures 
adopted, on the basis that the very existence of a strong do- 
Metre Industry Constitutes an element of competition, thus 
protecting the consumer against indiscriminate pricing policies 
Cla mporcters who, without a Canadian industry “holding the price 


line and offering competition, would ask any price they wanted 
Ob wthoughs they -couka ice: ; 


In addition, the Quebec chapter argued that many imports from 
low-cost sources did not meet the quality standards expected 
by the consumers. Low prices to the consumer .in the ‘short sun 
did not necessarily mean saving in the long run. Moreover, it 
was argued, employment and social benefits to the laid-off 
workers were heavier burdens to carry by the consumer than a 
marginal anerease in the cost of clothing, which cost advan— 
tage was questioned in any event. 


The Consumers’ Association of Canada acknowledged that econo- 
mic uncertainties in the textile industry may cause some work- 
ers to fear loss of their jobs, but expressed the view that 
import restrictions may, in the long run, increase worker 
vulnerability to unemployment. Therefore, it recommended that 
an immediate examination of the prospects for long-term via- 
bility and employment in the entire textile industry be under- 
taken with a view towards early introduction of a full com- 
plement of measures to promote viable production of Canadian 
textile products, and to make necessary industry/employment 
adjustments or compensation for those injured by new textile 
strategies. 


The consumers are also concerned about the quality of goods. 
Those who spoke for the consumers have made forthright public 
statements to the effect that offshore products, many from 
low-cost countries, are of higher quality than domestic goods. 
The CAC's main object, however, in advocating freer trade, is 
to ensure that consumers have access to budget-saving clothes; 
the low-income consumer is their particular concern. 


The CAC did not make any specific recommendation, other than 
to conclude that it could not, support a. proposal tLogrnitroduce 
further restraints in the importation of garments into Canada. 
It said its experience with import restrictions in the past 
has shown that once in place, restrictions are generally not 
removed, and they lead to rapidly rising prices and a Signi- 
ficant reduction in the variety Of rqoods available, 


The Quebec chapter was concerned with the problems of thou- 
sands of workers, who are bound to resent an ‘open door' 
policy iwhichresults sinvthe, lossyot therm jobs.5 Lt rstated 
that it was willing to support the continuation of the present 
quota system under certain conditions, as follows: 


1 That the government, along with all interested 
parties, (including consumer groups) elaborate 
a policy by which the textile and clothing 


industries could regain, over a period of five 
Vears,, 6U to 90. percent of the market 


2 That in the meantime, a selective quota system 
be devised for certain types of garments in 
order to ensure adequate supply of low-cost 
garments to the lower-income groups of consumers 


3 That assurance be given that the Canadian industry 
can become competitive in the medium term 


4 That quality standards be established for both 
fabrics and made-up garments, in order to ensure 
that the consumer obtain maximum quality in all 
artacles or clothing and textiles’ sold’ in’ this 
COUMELY. 


Other organizations such as the Retail Council of Canada, the 
Canadian Textile Importers' Association, and the Better 
Business Bureau of Metropolitan Toronto, put forth similar 
arguments to that of the CAC, expressing opposition to additio- 
nal restraints on the importation of garments into Canada. 
While the above organizations made generalized statements on 
tie COstsOLeLeStraining, 1mports, of clothing into Canada,, they 
did not quantify such costs, other than to state that they were 
very substantial. Their general approach appears to we that 
the highest quality clothing should be available to Canadian 
consumers at the lowest possible price. 


There has been much discussion about prices of wearing apparel 
in Canada. In this regard the Board has gathered data from 
tne consumer Price .Jndex (CPI) Covering the pexiod from 1971 to 
WF ocee rt tems as well. ase tor ~All. Clothing \,. 


Percentages ncrease 


Consumer Price Index over Preceeding Year 
All Items Clo Ening All Items Clothing 
MeO Fale = FLOOD 
1971 | 100.0 1007.0 - - 
ie hy DOArao Oe 6 Aes 2.6 
1973 Leow: LO Toeay. Ths SO 
1974 1a) LLS.0 Ohee9 9.6 
9 75 IStsw, 3) ie? Sean: dO ks: arate) 
1976 iS eens) Tena 0) TEags: 55 
Source: Statistics Canada, Consumer Prices and Price Indexes 
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With the exception of 1974, when the rise in the clothing 
price index was fairly close to the increase for 'All Items', 
increases for other years have been much less pronounced than 
in the case of 'All Items'. This lower level of price increa- 
ses in clothing appears to be due to competition within the 
domestic industry as well as low-cost countries' imports. 


In this regard the Canadian Textile Importers' Association stated 
that garment imports help maintain a highly competitive market. 

In so doing, they assist in keeping clothing price increases to 

a mininum. yin, supportror this, if cited the smaller tnerease 

for clothing prices compared with ‘All tens’ as Given in the CPi 


The apparel producers, in, their briert, andicated hat with 
over 2,000 apparel producers in Canada this is as close to 
pure competition as can be found in this country and does not 
permit any firm to raise its prices at will. Continuing, they 
stated: 


It is also worth noting that the increased prices of 
elothing? areadictated, “in large part, by, tactors which 
are beyond the industry's control, namely, retail mark- 
ups, and ‘the cost ‘of fabrics. The former 1s due to the 
decision-making process by the retailers. The latter 
is due, in large measure, to the inability of domestic 
producers to supply the sophisticated full range of 
fabrics Canadian consumers need to meet fashion demand. 
Apparel producers must, therefore, import a large por- 
tion of the fabrics they use. Raw materials account 
for from 43 to 58 percent of the wholesale price of 
apparel. The average duty on these materials is about 
25 percent or from 11 to 14 percent of the manufacturers' 
selling price. 


Concern has been expressed that application of quotas on imp- 
orted apparel would result in sizeable consumer price increases. 
Therefore, the Board reviewed the CPI for the period from 
October 1976 to-March=1977% Data tor=six< mMonteisetor. “Al 

Items' and 'All Clothing' are shown in the following table: 


Percencage AnCcrease 
Consumer Price Index Over Preceeding Month 


All trems “Ali Clothing, All? i tens ALY ‘Clothing 


RS FR a 
1976 
October LD deca? 13426 - = 
November 152.2 LS i) a3 45) 
December i eae de Seo AS nS 


“ Children's Wear 2.6% Women's Wear 1.8% Men's Wear 2.9 


Perteen rage: senereace 


Consumer Price Index Over Preceding Month 
Pie Cem ete Ae ee LO CL UG Cn coon ie CLOCN TOG 
1977 hou were 00 
January 154.0 35.4 eS) gwd 
February 155 24 136.4 a) ay, 
March L520 IS Hs age dea) vs 


Total increase 
October 1h976 
BomMarchawlod/ 5.3 Bi 6 oS Zoe) 


The above figures show that in the six-month period the price 
index for ‘All Items' increased 5.3 points compared with 3.6 


Points formal Clothing 1 i0n aipercentage basis, }"Alleditems' 
increased 3.6 percent compared with 2.7 percent for 'All Cloth- 
ing'. The following gives percentage increases for the six- 


month period) Lor the major components) of thess"AL] <Clothyng’ 
item: 


fe\e) 


Scurce: Statistics Canada, Consumer Prices and Price Indexes, 
Catalogue No. 62-010 


Peps tOn eivtere Stitto; mote pthat,,: since; (October 1976, ;the-price 
rise in children's wear has been 2.6 percent which is less 
than esthe increase, of 3.5 spercent for “All “ftems*. and margan-— 
aly elocsat haneehe -2.i7) percent;for tAll Clothing!+. srfhepnkenp> 
Orary quotas were implemented in late November 1976. 


fnecompaning the ‘changes ian the CPRijmwaijth ethosercontaimed, din 
the United States" consumer price index, the Board noted that 
the United States experienced a similar pattern of increases 
with the clothing price index rise less than that of the over- 
elie pLice index -for all <1tems. 


The Canadian consumer appears to have fared somewhat better 
Ehag hiirs Counterpart in Other countries in ‘satisfying his 
clothing needs, based on a survey of 70 nations (90 percent of 
the population of the free world) taken by the Gallup Poll. 
The response to the following question included in the survey 
Poeceported On page C3 in -“the Toronto’ Star, “December 27, 1976. 


Have. there been times “during the slast<veatewhen  yousdidanee 
have money money enough to buy buy Clothinesyoursfamiby needed 2 


Not Enough Money for Clothing Yes No Don't Know 
(Percent) 
GANaAG a Scere nite ae MN ee os ee tee 88 - 
WSS Vealeey ve ci) aCe tees Tee 19 80 Hi 
Western nUnoee er ee a ee 19 80 ai: 
Laci eAMe rca... eerie bh. mies 53 47 Less than lL 
AGC ce- eee eaar es Af. Bila: 81 19 Less than 1 
Pave Chas tie see “sto atte eee 8 690 40 Less than lL 


While accepting the need for normal import competition, the 
Board can envisage a Situation in which the Canadian market 
would be inundated with low-cost imported wearing apparel at 
the expense of the Canadian apparel industry, which could 
eventually lead to its demise. The Board suggests that if 
such a situation were to develop, that is, if too much depend- 
ence were to be placed on foreign sources of supply of wearing 
apparel, such a situation might not necessarily result in 
price reductions but rather bring about the price increases 
which would likely be borne by the Canadian consumer. As well, 
there are serious hazards in relying too heavily on foreign 
sources of a basic commodity “should (Canada the Gatiected by rany. 
Vite tvonalachns Ss. 


The following is an analysis of disposable income expenditures 
by families of two or more persons for clothing, shelter and 
food for the years 1953 and 1974. Separate percentages have 
been shown for the low-income groups, the high-income groups 
and the average for all groups. 


Percentage Ge Disposable Income 


Low-Income High-Income Average for 

Groups Groups All Groups 

LoS 1974 Oise 1974 TO5s 1974 

CLothaiig, aoe 5n.0 OL6 Gis 9 OF25 Deak 

Shelter Diao) Lile a) lied aah Ld 4 LeO apao 

Food 3524 32.4 Os ee 13.240 Llane Ldiag 
Source: Dominion Bureau of Statistics, City Family Expendi- 


tures (1953), Catalogue No. 62-509 
Statistics Canada, Urban Family Expenditures (1974) 
Catalogue No. 62-544 


It is interesting to note that the percentage of disposable 
income spent on clothing for low-income, high-income and for 
Pe Groups was Significantly lower in 1074) hanes O55. wh de 
the other two basic categories increased. 


CHAPTER SUMMARY 


1 With the exception of the Quebec chapter, the Consumers’ 
Association Of Canada voiced disapproval at the introduc 
tion of- additional restraints on the i1mmoOnruaglon Of gare 
ments into Canada. 


2 The Quebec chapter of the Association disassociated itseve 
from the brief presented by the national Association and 
Supported the restraint measures adopted. 


3 The main concern of the Consumers' Association (National) 
is to ensure that consumers have access to budget-saving 
clothes; the low-income consumer is their particular con- 
Cemaite 


4 The Quebec chapter of the Association expressed concern 
with the problems of thousands of workers and the loss of 
JObs, resulting from imports: 


5 In the period since 1971 the Consumer Price Index for 
clothing has increased at a much slower annual rate than 
fone Al) Weemss fain “ehewindex wa Warcinelo vel sequatect cOmmEOOF 
the. Index an) 1976 for chothing was b32.0: compared with 
14:6:.9, tor? Akl Ttensee:. 


6 The Consumer Price Index for clothing in the period from 
October) 1976) to, March: 1977/5 inereased) 2. 6%po0ints compared 
With any gnc rease, of 15ni3: (pointsy form "Al Ttems Sine ene 
Index. In percentage terms these increases represent 2.7 
percent Tor clothing andy Soo percent for! PAL icems 2 


7 The Consumer Price Index for the period 1971 to 1976 and 
for the six months from October 1976 to March 1977 (the 
period in which the import restraints were imposed) 
clearly indicate: that in bothiiperiods clothing iprrees 
increased at a slower rate than for 'All Items' in the 
Index. 


8 The percentage of disposable income spent on clothing stor 
low-income groups dropped in the period from 1953 to 1974 
from 7.1 percent to 5.6 percent. . Somewhat higher reduc- 
tions were reported for the high-income groups and for the 
average of all groups. 
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Mr. G. K. Bennett Appendix 1 
Chairman 

Textile and Clothing Board 

Vote OO, SOUL. NOth, -Blag 

PU lLater otreet 

Ottawa, Ontario 

LA OHS 


Dear Mrnebennewt: 

I have received representations to the effect that a number 
of apparel items are being imported under such conditions 
as to cause or threaten serious injury to Canadian product- 
ion Of shike on rdirectly competitive ‘products. (These: items 
fall into the following categories: 


ifePantsncancluading Beans, iesVacks ~<shomts,,.overalis 
and coveralls) 


2 Unstructured or leisure suits 

Re Prouses and) ladies: sshaxcts 

4 Pyjamas and sleepwear 

5t Rarncoats 

6 Sportswear, including dresses and co-ordinates 
7 Foundation garments 

8 Swimwear 

9 Underwear 


ihOmeTOp COats, -OVercoOats and, Outer jackets, Lncluding 
dupile scoats, suburbanvcoats tandapantvcoacs 


Accordingly, I hereby request the Board: 
l1 To undertake an inguiry regarding the effect of 
imports of these products on Canadian production 
and employment; 
Ay Tovexamune: any iplens.pfonsadjustments at tthe oper 
atl ons: whitch: producerswof usuch products: ssubmits bo 


the Board; 


Seelcetche Board finds ‘that’ the goods in question: are 


being imported or are likely to be imported under 
such conditions as to cause or threaten serious 
injury and that plans submitted are acceptable, to 
make appropriate recommendations to me to prevent or 
remedy the serious injury in question, taking into 
account the effect of such measures on consumers, 
the provisions of any relevant international agree- 
ments to which Canada is a party and relevant man- 
power and regional factors - 


4 To submit a report to me on these matters as exped- 
itiously as possible, bearing in mind the provisions 
of the Textile and Clothing Board Act, including 
SeCE OM aly (2)2 


The inquiry should cover goods manufactured from all fibres, 
whether woven, knitted, crocheted, etc., for men, boys, girls 
Or infants. Competing products. composed wholly or in parece 
non-textile materials such as leather or vinyl should also be 
included. 


In the representations made to me it has been suggested that 
the first six of the categories listed above are the most 
Critical. 2 should appreciate sour bearing this) mminds re 
the Board should decide that, because of the range of products 
involved, it is necessary to establish some priorities in the 
Nand ling Of Chas @ingui ry. 


Yours sincerely, 


(Sgd.)Jean Chrétien 


Note: 


The Textile and Clothing Board was advised by the office of 
the Minister that line 2 of the penultimate paragraph of this 


letter should have the word "women's" added thereto. The Board's 


notice in the Canada Gazette, reblects this adareren. 


PUBELC NOTICE (OF <INOUIRY APPENDIX. 2 
TEXTILE AND CLOTHING BOARD 


CLOTHING 


The Textile and Clothing Board hereby gives notice of its 
PUGH crOn tO CONnduct an Anguiry pursitiant ‘tos ’at request 
received from the Minister of Industry, Trade and Commerce 
in a letter reading as follows: 


"T have received representations to the effect that a 
number of apparel items are being imported under such con- 
ditions as to cause or threaten serious injury to Canadian 
Productionvlof Tike or directly competitive: products. 

These items fall into the following broad categories: 


i 


10 


Pants (including jeans, slacks, shorts, 
overalls and coveralls) 


Unstructured or leisure suits 

Blouses and ladies' shirts 

Pyjamas and sleepwear 

Raincoats 

Sportswear, including dresses and co-ordinates 
Foundation garments 

Swimwear 

Underwear 


Top. coats, overcoats and outer jackets, including 
duct le=coats, suburban coats and pant coats 


Accordingly, I hereby request the Board: 


a To undertake an anquiry, regarding) the,errect 
of imports of these products on Canadian 
production and employment 


2 To examine any plans for adjustments in their 
operations which producers of such products 
Submit to the Board 


3 If the Board finds that the goods in question 

are being imported or are likely to be imported 
under such conditions as to cause or threaten 
serious injury and that plans submitted are 
acceptable, to make appropriate recommendations 
to me to prevent or remedy the serious injury 
im Question, vibakangeantoyaccountethes ehiect: of 
any relevant international agreements to which 
Canada is a party and relevant manpower and 
regional factors 


4 To submit a report to me on these matters as 
expeditiously as possible, bearing in mind the 
provisions of the Textile and: Clothing Board Aci, 
including: Secit1ons. 14/2) 


The inguiry should cover goods manufactured from all fibres, 
whether woven, knitted, crocheted, etc., for men, women, boys, 
girls or infants. Competing products composed wholly or 

in part of non-textile materials such as leather or vinyl 
should also be included." 


Ties BOAGd sony eres ei nEerested: par elec sto SUOMLE™ LON rt Ot 
later than November 29, 1976, briefs relating to this 
inquiry. Ten copies of each brief should be supplied. The 
Board will not make public the contents of such briefs and 
the confidentiality of confidential material contained in 
them will be maintained. Those submitting briefs are free 
to make them public if they wish. 


It should be noted that any Canadian producer who submits or 
associates himself with a brief alleging injury and request- 
ing the implementation of special measures of protection 
will be expected to file with the Board a plan describing 
the adjustments he proposes to make in his operations in 
order to increase his ability to meet international competi- 
tion in the market in Canada. 


Pao hearings: melating to; this inquiry will be held by 
the Board in Montreal, Ottawa, Toronto and Winnipeg commen- 
eungeonearly January 1977... Specific dates and places for 
these hearings will be announced at a later date. 


These public hearings will be for the purpose of receiving 
supplementary presentations or arguments from organizations 
Or persons who will have presented briefs by November 29, 
1976, and have given notice of their wish to make supplemen- 
tary oral presentations. Because of the unusually large 
scope of this inquiry and of the need to organize the 
hearings as early as possible the Board requests that those 
who wish to be heard notify the Board to that effect at the 
ietbeo trl a OC Loberis 0/0976); indicating mae thes same Cime at 
which of the four specified cities they wish to be heard. 
All requests for appearances before the Board should be 
accompanied at least by an outline of the full brief to be 
presented to the Board by November 29, 1976. 


The Board will also receive requests for private hearings 
from parties who wish to discuss confidential matters. 
Such requests should also be made before October 30, 1976. 
These private hearings will be arranged at mutually con- 
venient times for the parties concerned. 


All correspondence and briefs regarding this inquiry should 
be addressed to the Secretary, Textile and Clothing Board, 
Romi 6,. JOurhal North Burlding,, 3008elater Street Ottawa, 
Ontario, KIA OH5 (Telephone: 996-6993). 


Ottawa, Canada 
September 24, 1976 
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INFORMAL INTERVIEWS OR MEETINGS OF 
THE BOARD AND ITS PERSONNEL WITH 
ORGANIZATIONS, FIRMS, UNIONS AND 
GOVERNMENT DEPARTMENTS 


ORGANI ZATIONS 


Apparel Manufacturers' Association 
of Ontario 


Apparel Manufacturers' Institute 
of Quebec 


British ‘Columbia Fashion 
and Needle Trade Assoc. 


C.D. Howe Institute 

Canadian Imperial Bank of Commerce 
Canadian Importers’ Association Inc. 
Canadian Textiles Institute 
Consumers' Association of Canada 
Manitoba Fashion Institute 


Montreal Dress and Sportswear 
Manufacturers' Guild 


Montreal Gazette 
Perconsult 
Retaad* Council’ of Canada 


Textile Trade Association 


Appendix 3 


TOLON TOF 


Montreal, 


Omg: 


Que. 


Vancouver, B.C. 


Montreal, 
Montreal, 
LOLOn CO, 


Montreal, 


Que. 
Que. 
Ome. 


Que. 


Octawa, Ont. 


Winnipeg, 


Montreal, 


Montreal, 
Montreal, 
TOLOMEO, 


Montreal, 


Man. 


oue. 


Que. 
Que. 
Ont: 


Que. 


FIRMS 

Aero Garment Limited 

The Arrow Company 

Bonda Textiles Limited 

Canadian Buttons Limited 

Celanese Canada Limited 
Consolidated Textiles Limited 
Dominion Textile Limited 

DuPont of Canada Limited 

The Freedman Company Limited 
Gemini Fashions of Canada Limited 
C. Itoh and Company Limited 
Jantzen of Canada Limited 

Kiddies Togs Manufacturing Limited 
Lenco Garments Limited 

Lounge Fashion Clothes Limited 
Nova Scotia Textiles Limited 

Rice Sportswear Limited 

Rocko Fashions Limited 
Stanfield's Limited 

Style Guvld of Canada 

Surrey Classics Manufacturing Limited 
Wescott Fashions Limited 


White Ram Knitting Company Limited 


Vancouver, BJGs 
LTOCOMmEO. sOnes 
YaEMmouth;. NN. oe 
liay Salle; Ouc. 
Montreal, Que. 
Montreal, Que. 
Montreal, Que. 
Montreal, Que. 
Montreal, Que. 
Winnipeg, Man. 
Montreal, Que. 
Vancouven, #8 2¢. 
Montreal, Que. 
Montreal, Que. 
Vancouver, beac. 
Windsor, NaS. 
Winnipeg, Man. 
Montreal, Que. 
EAL ISOs Niorcses 
Montreal, Que. 
Vancouver ;.B~€. 
Winnipeg, Man. 


Calgary a5) tar 


UNIONS 


Amalgamated Clothing Montreal, Que. 
and Textile Workers Union ORO pa tole 
Fédération Canadienne des Travailleurs Montreal, Que. 


Woumte tite winc, (C.S 7D.) 


United Textile Workers’ of America Montreal, Que. 


FEDERAL GOVERNMENT 


Canadian International Development Agency 
Department of Consumer and Corporate Affairs 
Department of External Affairs 

Department of Finance 

Department of Industry, Trade and Commerce 
Department of Labour 

Department of Manpower and Immigration 
Economic Council of Canada 

Revenue Canada 


Themlaciti Board 


PROVINCIAL GOVERNMENTS 
Manitoba Department of Industry and Commerce 
Ontario Ministry of Industry and Tourism 


Quebec Department of Industry and Commerce 
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CLOTHING INQUIRY 


FIRMS AND ORGANIZATIONS WHICH PRESENTED OR 
SUPPORTED BRIEFS TO THE BOARD AND APPEARED 


AT HEARINGS OF THE BOARD 


As She Sales Limited 


Acme Garment Company 
1975 Limited 


Advisory Committee for the 
Ladies’ Dress and Sportwear 
Industry 

Alpha Sportwear Limited 
The Amalgamated Clothing 
and Textile Workers’ Union 


Anna Knitwear Limited 


Apparel Manufacturers' 
Association of Ontario 


Apparel Manufacturers’ 
Institute of Quebec 


Arcade Ladies Shoppe 
Limited 


The Arrow Company 


Association des Importateurs 
de Vétements Européens 


LOCATION 


Vancouver, 


Winnipeg, 


LOEOMEO, 


Vancouver, 


Vancouver, 


Winnipeg, 
Montreal, 


LOGON EO > 


TOLOnto, 


Montreal, 


Halifax, 


TOGOMCO, 


Montreal, 


Appendix 4 


Man. 


One 


Man. 
Que. 


Oliver. 


Olt. 


Que. 


Nos 


Omics 


Que. 


BC. 


BAC. 


iS si 


HEARING 


Private 


Public 


Public 


Public 


Public 


Public 


Public 


Private 


Public 


NAME 
Syd Banks and Associates 
Barbro Imports Limited 


R.A. Beamish Stores 
Company Limited 


The Bell Thread Company 
Limited 


Better Business Bureau 


Body Fashion Manufacturers 
Association of Canada 


Bonda Textiles Limited 
Boyes and Rosser Limited 


Brittannia Sportwear 
Limited 


British Columbia Fashion 
and Needle Trade Association 


Brook Undustrress Limited 


Buster Brown Textiles Inc 
(Canadian Division) 


The Cadillac Fairview 
Corporation Limited 


The Coppley Noyes and Randall 
Limited (Cambridge Clothing) 


Canadian Clothing Manufacturers 
ASSOCiation on behalf of Men's 

sult manufacturers, Quebec and 

Ontario 


Canadian Importers 
Association 


Canadian Lady-Canadelle Inc 


Canadian High Fashion 
Retailers’ Association 


LOCATION 


TOLOLO., Olver 
Vancouver, bac. 


Ottawa, Ont. 


PRE il heey Oliver. 


LOULOMWCO, Ont. 


Montreal, Que. 


YaumMoucaeNaoe 
COoguUnE Pam paao. c:. 


VAaAnCOUVGE,. Oo. .« 


VanCOuvVe ra B.. 6. 


Montreal,Que. 


Dorval, Que. 


Ow On. cO,m ON te. 


Ham idet Oy eO lsc. 


LOCOCO. Oren 


TOGOMEO BOM. 


Montreal, Que. 


TOLrOMNtcOy Olt. 


HEARING 


Private 
Private 


Private 


Private 


Public 


Public 


Private 


Public 


Private 


Pyruvate 


Pubic 


Public 


Public 


Private 


Public 


NAME 


Canadian Shirt Manutacturers' 


Association 


Canadian Textile Importers' 
Association 


Canadian Textiles Institute 
fomuly wit theyC.S...D.,,. the 
Peete. aha tne U.T.WeA. 


Caravan Manufacturing 
Limited 


Donald B. Carmichael 
Manufacturers' Agent 


Celanese Canada Limited 


Central Sportswear 


Manufacturing Company Limited 


Centrale des Syndicats 
Démocratiques 


Century 21 Apparels Limited 


Ghasse inc 


Cleyn and Tinker Limited 


La Confédération des 
Synalcats Nationaux 


GConsmmers' Association of 
Canada 


Consumers Association of 
Canada (Quebec) Inc 


Jacob Crowley Manufacturing 
Limited 


Crown Cap Manufacturing 
Company Limited 


Dae Woo International 
Company Limited 


LOCATION 


TOL Ono Ont. 


Montreal, 


Montreal, 


Que. 


Que. 


Caligqarys, Alta;. 


Vancouver, 


Montreal, 


Winnipeg, 


Montreal, 


Winnipeg, 


Box 


Que. 


Man. 


Que. 


Man. 


Ste. Marie de 
Beauce, Que. 


Huntangdon, 


Montreal, 


Que. 


OQGeawa fort. 


Montreal, 


Winnipeg, 


Winnipeg, 


Montreal, 


Que. 


Man. 


Man. 


Que. 


Que. 


HEARING 


Public 


Publac 


Public 


Private 


Private 


Private 


Public 


Public 


Public 


Private 


Public 


Public 


Public 


Public 


Private 


NAME 
Daniel Hechter Limited 


Dance Originals and 
Tailored Juniors 


Dantex Woollen Company 

Darby's Great Hang-Ups Limited 
Daymor Dress Inc 

Destro Enterprises Limited 
Diament Knitting Mills Limited 
Diamond and Company Limited 
Pog’ s Har T-shirt Boutique 
Dominion Textile Limited 
bonnacona Imports. iic 


Don Parker Manufacturing 
Limited 


DuPont of Canada Limited 
Dylex Limited 


Exquisite Form Brassiere 
(Canada) Limited 


Pabco “irading Corporation 
Fabric Dyers Limited 

The Formfit Company 

Forsyth Trading Company Limited 


Frank Fehr and Company 
(Canada) Limited 


Freed and Freed Limited 


Leonard Friesen Limited 


LOCATION 
Montreal, Que. 


TOBONEO, » Ollie. 


Montreal, Que. 
TOLOMtEO, Ore. 
T6OKOWtO,;,. Ont. 
Montreal, Que. 
TOLOMc Gr AOmt. 
Winnipeg, Man. 
Vancouver ,. 6.C. 
Montreal, Que. 
Montreal, Que 


Edmonton, Alta. 


Montreal, Que. 
TOTOIWeO, One. 


iWandeeqnohe (Olohe r 


Montreal, Que. 
Lachine, Que. 
LOLOM CO, se Olle. 
Kitchener, Ont. 


West Vancouver, 
Brace 


Winnipeg, Man. 


CUE eVe re bre ere 


HEARING 


Private 


Private 


Private 


Private 


Private 


Private 
Private 


Private 


Private 


Private 


Private 


Pubbre 


Private 


Public 
Private 


Public 


Private 


NAME 


G.W.G. Limited 


Gemini Fashions of 
Canada Limited 


Gerb Enterprises Limited 
Gloverall Limited 
Halifax Tweed Shop Limited 


Holiday Sportswear Manufacturing 
Company 


Holt, Renfrew, and Company 
Limited 


Normie Hum Limited 


Ideal Knitwear 
Manufacturing Company 


Pmanstrlaiw 1.extcr les 
Limited 


Ingram's Manufacturing 


Institute of Commission 
Dyers, Finishers and Printers 


International Ladies' 
Garment Workers Union 


The Irish Shop 


econ mana Company —(Canada) 
Limited 


Weeder ol Ot sain ted 


Jaeger Fashions of 
Canada Limited 


The Japan Textile Products 
Exporters' Association 


Jay Dee Products Limited 


LOCATION 


Pamontcon , Altai. 


Winnipeg, Man. 


Winnipeg, Man. 
London, Usk. 
Halitax, N.S. 


BROLOMEO, (Onks. 


Montreal, Que. 


Montreal, Que. 


Montreal, Que. 


TPOGONnCO;,. Onis. 


Saskatoon, Sask. 


Montreal, Que. 
Winnipeg, Man. 
Montreal, Que. 
ivehatenmeey. = (0) aust 


Montreal, Que. 


Bdmonton, N.oB.. 


TOGONnToO, LOnt. 


Osaka, Japan 


Winnipeg, Man. 


HEARING 


Private 


Public 


Public 


Private 


Private 


Private 


Private 


Public 


Private 


Public 


Pubic 


Public 


Private 


Pub Lec 


Public 


NAME 


Jean Joint Limited 


Jet-Tex Dyers Limited 
Jonfel Imports Limited 


Karwell Trading 
Company Limited 


Kelsey Sportswear Limited 
Ken-Jac Importers Limited 
Knit-rite Mills Limited 


Knitters" Association of 
Canada 


Lantry Leathers Limited 
Karl Sedlacek 

Leith and Dyke Limited 
Manitoba Fashion Institute 


Maritime Campus Store 
Limited 


Marks & Spencer 


(St. Michael Shops of Canada Ltd) 


Marquesa Fashions Inc 
Mid-West Garments Limited 
Monarch Sales Inc 

Monarch Wear Limited 


Mondor Hosiery Limited 


Morwill Clothing Manufacturing 


Company Limited 


National Cloaks (1971) 
Limited ) 


LOCATION 


Edmonton and 
Calgary, Alta; 


Valleyfield, Que. 


Vancouver, 


Bigs Oe 


Montreal, Que. 


Winnipeg, Man. 


Vancouver, 


By Ce 


Winnipeg, Man. 


Montreal, Que. 


Winnipeg, Man. 


Brockville; 


Vancouver, 


Oni. 


Bye. 


Winnipeg, Man. 


Halwivea x. N= 


Mississauga, 


Sue 


Montreal, Que. 


Winnipeg, Man. 


Montreal, Que. 


Winnipeg, Man. 


Iberville, 


Que. 


Montreal, Que. 


Winnipeg, Man. 


Ones 


HEARING 


Pub lve 


Private 


Pubic 
Private 
Public 


BPubere 


Publire 


Public 


Publtc 


Public 
Private 


Public 
Private 
Public 
Public 


Private 


Private 


NAME 


National Ski Industries' 
Association 


Neale -ndustriess Limited 


Nova Scotia Textiles 
ima ced 


Otis-Starr Limited 
Peankburcsce Knitwear 
(Dozothea Knitoing Millis 
bimieced) 


Pinatel Piece Dye Works 
Limited 


Popular Industries Limited 


Ports International 
bimeced 


Promo-Wear Limited 


Raber Togs Manufacturing 
Company Limited 


RetadsL Council of Canada 


Reta Merchants AssSoclatLon 
Orecanaaa, (BC Division) 


Rice Sportswear Limited 
Ravaera Slacks inc 
ROovaleohict Company 


Rubenstein Bros. (Western) 
Limited 


Seder Sportswear 
Peerless Clothing Limited 
SilPit Industries Limited 


The Sport Distributing Company 


LOCATION 


Montreal, Que. 


Montreal, MOue. 


Wimdscor jn No. 


LOGON TO yeeOInc. 


TOGOMecO, Otic. 


Joliette, Que. 


Montreal, Que. 


LOLrOMco j;mion ee 


Winnipeg, Man. 


Winnipeg, Man. 


TOGOMCO we Or te 


Vancouver be. 


Winnipeg, Man. 
TOLOMEO peOme. 
Downsview, Ont. 


Winnipeg, Man. 


Winnipeg, Man. 
Montreal, Que. 
Winnipeg, Man. 


VancoOuven, 5. C. 


HEARING 


Private 


Private 


Public 


Public 


Private 


Publve 


Private 


Private 


Publ arc 


Public 


Public 


Pubic 


Public 


Private 


Pub Lire 


Public 
Private 


Private 


NAME 


Sport-Ease Fashions 
Limited 


Squire Manufacturing 
Limited 


Stanire ld’ s 7 lamited 


Starboard Dungaree 
Limited 


Sterling Cloak 
Company Limited 


Style Guild of Canada 
Tan-Jay International 
Tex-el inc 
Transcontinental Sales 
Limited 

Tricot da" Or Limitée 
Triton Industries 


United Garment Workers 
of America 


Vitae Condoeten Inic 
Wabasso Limited 
Warner's 

(Division of Warnaco 


Of Canada’ limited) 


J.-H. Warsh and ‘Company 
Limited 


Werkohn Knitting Mills 
Wescott Fashions Limited 


West Coast Woollen Mills 
Limited 


LOCATION 


Winnipeg, Man. 
Winnipeg, Man. 


ECO Ole a hiore 


VancouvVensi. DiaG. 
Winnipeg, Man. 


Montreal, Que. 
Winnipeg, Man. 


Ste. Marie de 
Beauce, Que. 


Montreal, Que. 


Montreal, Que. 
Montreal, Que. 


Winnipeg, Man. 


TOROnco., One. 
Montreal, Que. 


OGEaWa,, Ont. 


TOLOMtCO;: Ot. 


Montreal, Que. 


Winnipeg, Man. 


Valrcouver,. B.C. 


HEARING 


Public 


Public 


Public 


Public 


Private 


Private 


Private 


Private 


Public 


Private 


Public 
Public 


Private 


NAME 


Western Glove Works 
himited 

Western? Ontarro Joint 
Board Amalgamated Clothing 
and Textile Workers Union 


Winnipeg Leather Goods 
Manufacturing Limited 


Harvey Woods Limited 


LOCATION 


Winnipeg, Man. 


Kitchener, Ont. 


Winnipeg, Man. 


Woodstock> ‘Ont. 


HEARING 


Private 


Public 


Private 
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GENERAL AGREEMENT ON Appendix 5 
TARIFFS AND TRADE 


fet Or ARTICEE XIX 


EMERGENCY ACTION ON IMPORTS 
OF PARTICULAR PRODUCTS 


1 


(a) If, as a result of unforeseen developments and of the 
SErrect OL the obligataons imcurred by -a contracting” party 
under this Agreement, including tariff concessions, any 
PRoduct=rceDecung= LMpOnLed anto- the terri tory Of that. con 
tracting party in such increased quantities and under such 
conditions as to cause or threaten serious injury to dom- 
eseiCepuoducers In that verritory of dike or directly com- 
petitive products, the contracting party shall be free, in 
BeopeCuror Such mLOduct, ond to che extent and for such time 
as may be necessary to prevent or remedy such injury, to 
suspend the obligation in whole or in part or to withdraw 
or modify the concession. 


(Djein anyeprogucty, which as the subvect of avconcession 
with respect to a preference, is being imported into the 
CerecOnvy~ OL ay CONtracting pabtylan tne circumstances set 
DOL Siio—paragraon (a) Ot. thrswparagrapn, Sovas: Lo 
cause or threaten Serious injury to domestic producers of 
MWivenOm-ducectly competitive. products an the territory Of 
a contracting party which receives or received such pre- 
berence,, the importing contracting party, shall be free, if 
that other contracting party so requests, to suspend the 
melevant Obligation in whole Of an parton to withdraw or 
Moar yethie “concession sin jrespect .of the product to thevex— 
tent and for such time as may be necessary to prevent or 
remedy such injury. 


PeLrore amy, COntractang Darcey shall take-action pursuant EO 
the =provistons Of paragraph ] of this article, it shall give 
HOtLece IlaweEelting LO the CONTRACTING PARTIES as far in, ad= 
vance as may be practicable and shall afford the CONTRACTING 
PARTIES and those contracting parties having a substantial 
interest as exporters of the product concerned an opportun- 
Deyo consult with it in respect of the proposed action. 


When such notice is given in relation to a concession with 
respect to a preference, the notice shall name the contract- 
ing party which has requested the action. Imgcriticalwe mre 
cumstances, where delay would cause damage which it would 

be difficult to repair, action under pavagraphinll om thus 
article may be taken provisionally without prior consulta- 
tion, On the condition that consultation ‘shall begerreceed 
immediately after taking such action. 


(a) If agreement among the interested contracting parties 
with respect to the action is not reached, the contracting 
party which proposes to take or continue the action shall, 
nevertheless, be free to do so, and if such action is taken 
or continued, the affected contracting parties shall then 
be free, not later than ninety days after such action is 
taken, to suspend, upon the expiration of thirty days from 
the day on which the written notice of such suspension is 
received by the CONTRACTING PARTIES, the application to the 
trade.of the: contracting. party ttaking suchyaction,, 074,520 
the case envisaged in paragraph 1(b) of this article, to 
the trade of the contracting party requesting such action, 
of such substantially equivalent concessions or other obli- 
gations under this Agreement the suspension of which the 
CONTRACTING PARTIES do not disapprove. 


(b) Notwithstanding the provisions of sub-paragraph (a) of 
this paragraph, where action is taken under paragraph 2 of 
this article. without prior consultation. and. icauses om whreat— 
ens Serious injury in the territory Of a contracting panty, 

to the-domestic producers. of products, affected. by the ac= 
tion, that contracting party shall, where delay would cause 
damage difficult to repair, be free to suspend, upon the 
takings of. the action.and throughout, the period of consulta— 
tion, such concessions or other obligations as may be neces- 
Sary to prevent or remedy the injury. 


PNT eRiIM REPORT PURSUANT TO SECTION 17(2) Appendix 6 
Ofer. TEXLTLE AND’ CLOTHING BOARD ACT 
Ottawa, Canada, November 8, 1976 


INTERIM REPORT ON CLOTHING INQUIRY 


This is an interim report, made pursuant to section 17(2) of 
tne wltexciite- ana Clothing Board Act. it relates to the inquiry 
on clothing undertaken at the request of the Minister of In- 
dustry, Trade and Commerce, which inquiry is being carried out 
to determine whether imports of certain types of clothing are 
causing or threatening to cause serious injury to production 
ie canada . 


In response to the Minister's request, the Board gave public 
NOotrCerOL Lesmiitention tO COnduct such an inguiry,=a Copy Of 
this notice is attached as Appendix I (now Appendix 2). The 
notice of inquiry was given the widest possible distribution 
and was published in the September 25, 1976 issue of the Cana- 
da Gazette. Interested parties wishing to submit views were 
requested to do so by November 29, 1976. In view of the mag- 
nitude of the inquiry, the Board met informally with as many 
as posSible of those parties considered to have a major inter- 
est in this inquiry, in order to gain a preliminary assessment 
of the seriousness of the Situation. Attached as Appendix II 
(now Appendix 4) is a list of those with whom the Board met. 


An "Emergency Interim Submission" by the Apparel Manufacturers' 
Institute of Quebec, the Apparel Manufacturers' Association of 

Ontario and the Manitoba Fashion Institute was presented to the 
Board at a private hearing held on Nov. 1, 1976. It was stated 
that apparel imports were severely disrupting the Canadian ap- 

parel market. The request was made that the Board, pursuant 

bo esectionn biG2) rot ther Textile rand -Crothing BoardsAce, recom= 

mend the establishment of quotas to limit imports on an annual 

basis to the average volume of apparel imports during the cal- 

endar years 1973 to 1975, inclusive. The position of these 


apparel manufacturers was supported by the Centrale des Syndi- 
cats Démocratiques, the International Ladies Garment Workers' 
Union, the Amalgamated Clothing and Textile Workers' Union, and 
the Canadian Textile Institute. 


Section 17(2) states: 


"(2) Where, during the course of an inquiry, the Boardijas 
of the opinion that the textile and clothing goods that are 
the subject matter of the inquiry are being imported at 
such prices, in such quantities and under such conditions 
as to cause or threaten serious and immediate injury to 

the production in Canada of any textile and clothing goods 
that would be difficult to_ repair, ‘the Board may; before 
making any evaluation of the plans required to be submitted 
in connection with the inquiry, make a written report to 
the Minister recommending that special measures of protec- 
tion be implemented immediately on an interim basis pend- 
ing its evaluation of the plans." 


Statistics showing imports, production and market in Canada 

for the individual categories of clothing which are covered by 
the inquiry are not available from published sources in the 
necessary detail which would allow a definitive analysis to be 
made. However, the various associations of clothing manufact- 
urers in Canada have provided the Board with data mostly ob- 
tained from Statistics Canada, on imports of textiles and cloth- 
ing up to July, 1976 as well as on domestic shipments, depart- 
ment store apparel sales and inventories. In addition, the 
Board has also obtained various analyses and estimates pertain- 
ing, to. the: Current, situation,an the clothing market “tron Stac— 
istics Canada and the Textile and Consumer Products Branch of 
the Department of Industry, Trade and Commerce. 


The following is a summary of garment imports in terms of thous- 
ands of dozens for the first seven months of 1975 and 1976 as 
provided by the manufacturers' associations: 


First seven months of 1975 8,981,000 dozens 
First seven months of 1976 13,660,000 dozens 
Increase in 1976 4,679,900 dozens 
Percentage increase eee At 


Based on the first seven months of 1976, the manufacturers' 
associations have projected the volume of imports for the cal- 
endaw year LOG at ‘sbightly sever s2370007000 dozens'for fabowt 

One dozen garments for every man, woman and child in Canada. 

On a per capita basis, the value of Canadian imports of textiles 


and clothing in 1974 was 300 per cent higher than in the United 
States and almost 250 per cent higher than ih the European 
PeonomLc Community, according to the United Nations; Commodity 
Trade Statistics, 1974, and the United Nations' Monthly Bulle- 
Minimomeotatisiwics pm Apri) LOL6Y 


The Textile and Consumer Products Branch of the Department of 
Industry, Trade and Commerce has assembled data on garment im- 
DOmese LO the first six months of the years 1975 and 1976 which 
substantially support the data provided by the manufacturers' 
associations for seven months. In addition, the latter was 
confirmed following research by the Board's staff. 


The import data supplied by the Branch shows an increase of 
DUROeDer scent Lor sax months in 1976, compared with the asso= 
GLaunOolswweLGuces,Ols52 lb per cent for seven months. - In terms 
of quantities the Branch shows an increase of 4,149,000 dozens 
BOCeol cmon tcice in 19/6, Compared with the associations  seven— 
MOnenmroure [Or 4561797, 0:00. 


DawamootatneGd oy Ene lTexti le and Clothing Board from Statrstres 
Canada with respect to the value of importations of relevant 
categories of clothing during the first seven months of each 
Gipence veacs 29737 to 1976 inclusive is as tol lows: 


January Lmpese Percentage Over 
July Volume Preceding  vear 
LOWS 825 0.072000 = 

1974 ae 2 cre 0G 7 000 Z2 

SIS) >2253,900 7,000 14 

LESIGRS $ 401,400,900 58 


The increase in the first seven months of 1976 over the same 
pesiod tne 973 isso Z213,900, 0007, -whech issequal +«to;lZ0gper cent 
Or, the. 19oW7 3 import) figure. 


An analysis done by the Textiles and Consumer Products Branch 
Mictertec that the bulk Of the increase in) imports originates 
from low-cost sources, including state-trading countries. 
Pocendaxe bru (Of tie Interim Report) provides details as co 
some of the Significant sources. 


According to the estimate of the apparent Canadian market de- 
veloped by the Textile and Consumer Products Branch domestic 
shapments of }clothing will) have declined from ,340231 million 

Up tcs sine > /O* LOmanneStimatrecds245.5 Mitt ton Unaseseins 1976, -fOr 
a decrease of 28 per cent over the period, the bulk of the de- 
Crease eoccuerIng uring 1976. "ihe: following table Tllustrates 
this: 


CANADIAN CLOTHING MARKET (million units) 
1969 Lo UES eae 1975 

Domestic 

Shipments 33266. . 25 3orne o Oe ee oes (el) 

Imports 

Actual O05 SOR bos. 2 er 

Apparent 

Canadian 

Market 423.6 445.4 493.3 491.2(e) 

Percentage 

of Apparent 

Can. Market 

Domestic 1B IPS eS 68.9 60.8 

Imports 285 24.7 Sere 39 22 

(e) Estimated 


PREG NGS) 


Est. 
June EO 
1976 1976 


151-..0. (é) 2245.55) 


SZ Ms ais 290.7 (e) 
296 .2(e)) 53602,0e) 
Sa 45.8 
49.0 54.2 


These figures confirm the Claim of the industry ithat the share 
of the domestic clothing market held by Canadian manufacturers 


will decline to approximately 45 per cent in 1976. 


As of June, 


1976 their share of the domestic market had already declined 
It has been calculated that the number of em- 
ployees to be laid off as a result of this decline is likely 


to 51 per-cent: 


to exceed 20,000 
12,500 employees 
their jobs ~ “The 
displacement has 


in the garment sector alone. 


Furthermore, 


in the primary sector are expected to lose 
Board has received evidence that much of this 


already occurred. 


CONCLUSIONS AND RECOMMENDATIONS 


During the 
market for 
per cent. 

an average 
therefore, 


years 


ORES: 


L969 to, 1975 nclusave; 


5 per cent per annum. 


the apparent Canadian 
apparel increased at an average yearly rate of 2.7 
During the same period, garment imports increased by 
Leecan+s+only) beuconce lLuded, 
that the sudden increase of 50 per cent in imports 


in the-first>six months o£ 19:76 cannot be attributed’ to 2n- 
creased market demand. 


On the basis of the evidence received, the Board has concluded 
that the categories of clothing listed below are being imported 


in such quantities and in such conditions as to cause or threa- 
ten serious and immediate injury to production in Canada that 
wWolld be Gitfticult to repair. Tt is the Board*s view that 
unless immediate action is taken to curb the influx of imports, 
activity in the Canadian garment industry will decline to 
unacceptably low levels; levels which would result in substan- 
tial lay-offs, plant closures and significant losses in invest- 
me Tie. 


i Pants (including jeans, slacks, shorts, overalls and 
coveralls) 

2 Unstructured or leisure suits 

3 Blouses and ladies' shirts 

4 Pyjamas and sleepwear 

5 Raincoats 

6 asateeeey including dresses and co-ordinates 

7 Foundation garments 

8 Swimwear 

9 Underwear 
10 Top coats, overcoats and outerjackets, including duffle 


Coats; moubuLban, Coats and pant coats 
anak Men's fine suits 

a2 Leather coats 

1S) Men's and boys' shirts 


14 Sweaters, pullovers and cardigans 


In formulating the special measures of protection being re- 
commended, the Board made every effort to develop measures 
which would give Canadian producers the degree of protection 
necessary to alleviate the serious injury from increasing. 
On the other hand, the Board recognizes the very important 
roles of the consumer, retailer and importer in the Canadian 
economy and in doing so, is cognizant of ats responsibility 
to minimize to the extent possible disruption in the market 
place which could result from wide ranging special measures 
of protection. There is ample evidence to show that the 
implementation of special measures of protection, in addi- 
CLOonmeOnl limiting the quantity of goods imported into Canada 


b= 5 


directly affects the nature and value of goods being imported 
and impose significant financial hardship. For example, quotas 
administered by exporting countries have resulted in "quota 
charges" over and above the regular prices of the merchandise 
which are passed on to the retailer and eventually to the con- 
Sumer; under guota conditions, exporters are reluctant and in 
some cases refuse to sell children's garments, preferring to 
sell garments for men and women where the absolute mark-up 
would be more substantial thereby creating a reduction in the 
quantity of children's garments available; and since the major- 
ity of garments imported from the Far East are purchased on a 
"Letter of Credit" basis which, once opened, must be honoured, 
the effects of delays in the implementation of quotas, or wun- 
certainty in quantity which may be permitted entry, cause 
severe disruption in the importing and retailing communities. 


The Board has noted that importers have already opened Letters 
of Credit for merchandise for Spring and Summer 1977, and are 
presently negotiating with exporters for merchandise for Fall 
and Winter 1977. 


Pending completion of its inquiry the Board recommends: 


J «that ther import) control list be, amendediito,includegall 
three items of clothing listed above; 


2 that the level of imports of the goods covered in (1) 
above be limited in 1977 to the level of imports of these 
goods, fromeall sources during, thercalendaniyear, lod; 


3 that, in those cases where limitations have already been 
implemented on any of the products listed above, imports 
in L977 be Taimreed to the Level of ampoOrcs: in) Logo) Op ce 
the level of the Jimitation, which ever is thetlesser-: 


4 that the limitation on imports be controlled through the 
issuance of permits to importers on the basis of their 
performance in each of the product categories listed above. 


(Sd) (Goose eeline te 
Chairman 


(Sgd.) Jacques St. Laurent (SOC )au 2 te eee 
Member Member 


PANTS 


Hong Kong 
China 

Korea 
Taiwan 
Mexico 
Puerto Rico 
Total above 
Other 

Total 


BLOUSES 


Hong Kong 
India 

Korea 
Taiwan 
Malaysia 
Total above 
Other 

Ota |: 


UNDE RWEAR 


Hong Kong 
Israel 
Spain 
Taiwan 
Total above 
Other 

Oe aa. 


COATS 


Hong Kong 
Korea 
Taiwan 
China 

Total above 
Other 

Total 


JANUARY (= JUNE; 


COOOSUN EES?) 


shppendix, Dil of the Interim Report. 


GARMENT IMPORTS* 


LOTS 


PYJAMAS & SLEEPWEAR 


Hong Kong 1815) 7 
China ee ee 
Taiwan 1s,0:011. 
Brazil 169 
Total above PDF Sore 
Other 369 
Total Pee ONG) 
SWIMWEAR 

Hong Kong 648 
Taiwan ie Oe! 
Israel Gade 
Korea 60 
Total above 1,886 
Other Coe 
Total 2 1s 
RAINCOATS 

Taiwan 562 
Hong Kong PACT 
Korea Sis} 
Total above 917 
Other SZ 
Total 1,069 
DRESOLS 

Hong, Kong 490 
Taiwan 252 
India 228 
Total above 962 
Other 7188 
Total 7 0 


FOUNDATION GARMENTS 


Hong Kong 420 
Philippines 660 
Total above Ons O 
Other 471 
Moab AO OL 
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APPAREL MANUFACTURERS 


for the 
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by 
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FORMAT AND SCOPE 


In order to aid the Textile and Clothing Board in its task of 
proposing policies with reference to apparel imports, Kurt Salmon 
Reroctates - Canada, Ltd. was commissioned to objectively compare 
Canadian apparel firms with clothing companies in the United States. 
Due to time constraints, it was determined that a broad view, both 
Statistically and functionally of the industries in both countries 


would be contrasted. 


The Canadian firms to be surveyed were jointly selected by Kurt 
Salmon Associates, the Department of Industry, Trade and Commerce, 
and the Board so as to reflect the industry across product lines, 
types of ownership, size, and geographical location. For the most 
part, firms employing over fifty persons were interviewed as these 
companies while comprising only thirty-three percent of the total 
Canadian firms, approximate some seventy-five percent of the volume. 


In all, 38 firms were chosen. 


This same sampling was similarly used to grade more subjective 
aspects of the apparel industry such as the use of automation, 
machine attachments, work aids, material utilization controls, 
comprehensive management information systems, production scheduling 
controls, supervisory development programs, quality control systems, 


etc. 


To undertake the sampling, an analytical questionnaire was prepared 
by KSA covering the manufacturing, merchandising, marketing, finance, 
and personnel parameters of apparel firms. The companies in the 
Sample were then written advising them of their selection and then 
telephoned to arrange interview appointments. Each firm was then 
visited by Kurt Salmon Associates and the executives of the firms 
were interviewed along the questionnaire format. Their various 
aol and procedures were observed and a tour of the entire 
manufacturing process conducted. In order to minimize reporting 
bias, only two consultants from our staff were assigned to conduct 
these company visitations. The complete cooperation afforded KSA 
by the interviewed firms was very much appreciated and in no smal] 


part made the detailed analysis in this report possible. 


The subjective aspects of the questionnaire were graded as: 
- excellent 
- good 
- satisfactory 
- fair 


- poor 


For ease of comparison in later sections of the report, Canadian 
and American firms were contrasted only on the sum of the Excellent 


plus Good and Fair plus Poor categories. 


In addition to the information obtained from the interviews with 
Canadian manufacturers, statistical data was used, when it was 
available on a meaninful basis, from Statistics Canada and the 
Clothing Division of the textile and consumer products branch 


of the Department of Industry, Trade and Commerce. 


Wnere comparable statistical data were unavailable on American 
manufacturers, current information from Kurt Salmon Associates’ 

files was used and similarly graded on the Excellent to Poor scale. 
It should be noted that all of the American firms so analyzed are 
current clients. This could introduce some bias into the evaluations 
as, generally speaking, more sophisticated companies tend to employ 
outside assistance (with some exceptions). (Sixty-eight percent of 


the Canadian firms interviewed have used consultants). 


The garments produced by the sampled companies include: 


Garment Number of Firms Number of Firms 
peers me (Carada ene 

Men's suits 2 5 
Children's pants 0 ] 
Rainwear 2 0 
Men's outerwear 6 Z 
Women's outerwear Z Z 
Children's outerwear 3 Z 
Jeans & dress jeans 5 5 
Men's slacks 4 3 
Dress pants 2 2 
Dress shirts ] ] 


Men's/women's/children's 


sportshirts 5 6 
T-shirts 4 ] 
Sweaters 3 ] 
Underwear ] ] 
Foundation garments 2 0 
Swimwear 3 0 
Beachwear 4 0 
Skiwear 4 ] 
Leather 1 0 


Ladies' sportswear 6 6 


Garment Number of Firms 
~~ (Canada) 

Lingerie 0 

Dresses 4 

Workclothes 0 

Shorts 0 


Number of Firms 
URSRA 


In order to analyze the study findings, each firm was categorized 


by sales volume, product diversity, and ownership as follows: 


A. 


Sales Volume Canada 
Below $4 million 26% 
$4-$10 million 34% 
$10-$25 million 40% 
Over $25 million 0 


The average sales of sampled firms were: 


Canada 


Range 124-22 mi liion 


Average 9 million 


USA. 


4.8 - 100 million 


21.5 million 


PRODUCT DIVERSITY 


Staple 


One Basic Product 


Two Basic Products 


Diversified Products 


Moderate Fashion 


(One product with one major 


construction) 


(One product with the majority 
of the operations remaining 


similar on different styles) 


(Two products with the majority 
of the operations remaining 
Similar on different styles 
within each product group - 
i.e. sportshirts and jeans in 


one factory) 


(Same as other basic product 
categories but more than two 


dissimilar products) 


(Single product or multiple 
products with many operations 
varying from style to style 
within a product group, yet 
many operations remaining 


Similars, rom-cit. ctopcutey.ene 


majority of the operators would 
perform similar operations as 


previously performed) 


High Fashion (From cut to cut, the majority 
of the operators would perform 
different operations from those 
previously performed - i.e. make 
5 piece yoke for one hour, make 
bellows pockets for 2 hours, 


shir bodice for-2 hours, etc. 


The product diversity for sampled firms were: 


Canada Ulesr/N 
Staple 0 0 
One basic product 18% 14% 
Two basic products 10% 14% 
Diversified products 24% 36% 
Moderate fashion 48% 36% 


High fashion ) 0 


OWNERSHIP 


Conglomerate - 


Established Corporation - 


Entrepreneur - 


(Firm is a division of a much 
larger company which may be 
comprised of soft goods, hard 


goods, and/or retail firms) 


(Firm directed by at least 
second generation of owners 
or professionals not owning 


majority of the shares) 


(Firm is still directed by 


original founders) 


The ownership distribution of sampled firms was: 


Canada Ui SaAl; 
Conglomerate 16% 36% 
Established Corporation 16% 32% 
Entrepreneur 68% 32% 


From these catagories, the following can be stated about the 


interviewed firms: 


They were considerably larger than the "average" firms 
in both countries - (The average Canadian firm in 1974 
shipped $1.31 million while their American counterpart 


approximated $1.42 million in shipments). 


The American firms were generally larger than the Canadian 
companies, however, two thirds of sampled companies shipped 
between four and twenty-five million dollars during 1976 


Tnepoern countries. 


None of the firms sampled could be considered as staple 
or high fashion - however, from our observations of 
products manufactured, the Canadian companies classed in 
either diversified products or moderate fashion generally 


had broader product lines than their American counterparts. 


Some two-thirds of the Canadian companies were still 
directed by their founders whereas the American firms 
were directed by at least second generation or professional 


managers in two-thirds of the cases. 


210s 


Ree STATISTICAL COMPARISON 


A. SIZE - APPAREL AND RELATED PRODUCTS 


(Latest data available - 1974) 


Canada * Whe ee 
Number of Factories 1,874 21,485 
Average Employees 47 70 
Annual Growth Trend in fairly declining 
Number of Plants constant 3.5%/year 
Percent over 250 not available 6.0% 
Employees 
Percent over 200 53h not available 
Employees 
Value of Shipments $2.16 billion $31.38 billion 


* Data for Canada includes only wearing apparel while the 
USA includes related products such as curtains and household 
furnishings. 


The number of American plants employing over 250 persons is 
growing at the annual rate of thirteen percent. The decline 
in the number of American plants has occurred mainly among the 


very small plants. 


Te 


B. GEOGRAPHICAL DISTRIBUTION OF FACTORIES (1974) 


Quebec 70m, 
Ontario 2026, 
Manitoba 4.9% 
British Columbia (lage Sirs 
Alberta lee 
Saskatchewan wA% 
Atlantic Provinces 15% 
1e0e07 
be) IMPORTS * 
Canada Use 
Units Imported as a not LBNL O CAD 
Percent of Units available 


Shipped (1976) * 


Wholesale Value of Se ee not 
Imports as a Percent available 
of Wearing Apparel 

Shipped (1976) * 


* The figures include differing product categories and certain 
estimations and should not be considered as accurately comparable. 


*x In computing this percentage, the valuation on imports was 
F.0.B. source country. To this amount, 45 percent was arbitrar- 
ily added to cover duties, transportation, insurance fees, etc. 
Also, a gross margin of 30 percent was used in computing market 
value. 
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HOURLY WAGES OF PRODUCTION APPAREL EMPLOYEES 


(Excluding Fringes) 


Canada Urs ea 
1975 Sao. 4 $3.19 
1976 $ 3.93 (June) $ 3.38 (estimated) 


APPAREL PRODUCTION EMPLOYEES AVERAGE WAGES BY PROVINCE 


(June 1976 Excluding Fringes) 


Quebec $ 4.02 
Ontario 5 3531 
Manitoba Sestoz 


AVERAGE HOURS WORKED PER WEEK OF APPAREL PRODUCTION 
EMPLOYEES (1975) _ 


Canada 35.4 hours 


Uns ek: 35. | hours 


Bigs 


COMPARISON OF MANUFACTURING PARAMETERS 


(Based on firms interviewed) 


Canada 
Good/Excellent: 39% 
Poor/Fair : 50% 


Fairly evenly distributed 
over smaller and larger 
companies with the conglo- 
merates fairing no better 
than the entrepreneurs. 
The more basic firms some- 
what better equipped than 
the fashion firms. 


B. USE OF AUTOMATION 


Canada 
Good/Excellent: 32% 
Poor/Fair: B57 


Larger and basic product 
firms better equipped. 


USE OF ATTACHMENTS, WORK AIDS, AND LABOR SAVINGS DEVICES 


Ueoahe 


Good/Excellent: 68% 
Poor/Fair: 18% 
Poorer firms mainly in the 
fashion.products and better 


firms evenly distributed over 
all categories. 


Wis aie 


Good/Excellent: 68% 
Poor/Fair: 18% 


Poorer firms mainly smaller 
entrepreneurs. 

Better firms evenly distributed 
over all categories. 


s)he 


OVERALL LAYOUT AND WORK FLOW 


Canada USA 
Good/Excellent: 59% Good/Excellent: 73% 
Poor/Fair: 26% Poor/Fair: | 18% 

Larger firms better. Poorer firms mainly fashion 
Basic and fashion equal as oriented. 


are entrepreneurs and pro- 
fessionally managed firms. 


OVERALL EMPLOYEE PACE IN SEW AND FINISH 


Canada UES 
Good/Excellent: 44% Good/Excellent: 65% 
POGr/ Fair: 35% Poor/Fair: 23% 
Larger firms significantly Poor firms mainly in fashion. 
better than small companies. Better firms equally distributed 
Fashion and basic products across all categories. 


Similar. 
Professionally managed firms 
better than entrepreneurs. 


PIECE GOODS ON HAND 


Canada UES Ae 


Under six weeks 64% 53% 


Over sixteen weeks 14% 0 


nat ee 


PIECE GOODS CONTROLS, STORAGE, AND HANDLING 


Canada hes fy 
Good/Excellent: 60% Good/Excellent: 67% 
Poor/Fair: 29% Poor/Pair: 24% 
Larger, fashion oriented, Poorer performance among 
professionally managed entrepreneurs. 


firms performing better. 


FIRMS WITH FORMAL QUALITY CONTROL IN CUTTING 


Canada UR. SA 


22% D9 % 


FIRMS WITH INCENTIVES IN THE CUTTING DEPARTMENT 


Canada USA 
17% Soy 


CUTTING ROOM METHODS AND EQUIPMENT 


Canada LE Sewte 
Good/Excellent: 43% Good/Excellent: 50% 
Poor/Fair: 29% Poor/Fair: 41% 

Larger, fashion oriented, Evenly distributed across all 
professionally managed categories. 


firms performing better. 
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PIECE GOODS UTILIZATION CONTROLS 


Canada ore 
Good/Excellent: 33% Good/Excellent: 52% 
Poor/Fair: 44% Poor/Fair: 29% 
Evenly distributed with Larger, professionally managed 
larger firms being firms performing better. 


Slightly better but style of 
products and professional 
management having little 
bearing. 


FIRMS WITH INCENTIVES IN THE SEWING DEPARTMENT 


Canada Ue Sn an 


72% 95% 


All the larger firms have incentives. 


FIRMS WITH FORMAL QUALITY CONTROL SYSTEMS IN THE 
SEWING DEPARTMENT 


Canada Wes <A 


19% 17% 


FIRMS WITH FORMAL OPERATOR TRAINING PROGRAMS 


Canada | oS TAS 


31% 48% 


yy 


WORK-IN-PROCESS CONTROLS (Ability to Track Orders as Scheduled) 


Canada U2S Ae 
Good/Excellent: 63% Good/Excellent: 68% 
Poon/ rain: 14% Poor/Fair: 23% 
Good controls in firms Good controls in firms 
across all categories. across all categories. 


WORK- IN-PROCESS AVERAGE ON HAND (Time to Process in Sewing) 


Canada UeSmane 
10 days or below 48% 28% 
11 - 15 days 32% 38% 
over 15 days 20% 33% 


(computed among the firms 
with information on W-I-P) 


OVERALL WAREHOUSE EQUIPMENT, LAYOUT, AND SPACE UTILIZATION 


Canada USea: 
Good/Excellent: 69% Good/Excellent: 68% 
Poor/Fair: 8% Poor/Fair: 27% 
Generally good across Poor firms centering in the 


all categories. fashion oriented entrepreneurs. 


AVERAGE PAY OF SEW AND FINISH DIRECT LABOR 


(1977) (Excludes Fringes) 


Canada Usman 
Below $3.51 per hour 19% 82% 
$3.51 - $4.00 36% 9% 
$4.01 - $4.50 25% 9% 
$4.51 - $5.00 14% 0% 
Over $5.00 6% 0% 
Highest in fashion oriented Highest in Northeast 
companies. WeSi AS 
LABOR AVAILABILITY 

Canada U.S.A. 

Firms stating that Urban: 72% 86% 
adequate labor 
currently available. Rural: 89% 86% 


FRINGE BENEFITS (of Firms with Information Available) 
Canada U-SeAn 


Range: 16 - 28% 12-327 


Average: 20% 23% 


Sige 
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COMPANIES WITH FORMALLY TRAINED SUPERVISION (Forepeople) 


Canada UieS Ac 


34% 60% 


Professionally managed larger 
companies proportionally better. 


PROFESSINALS HOLDING MIDDLE MANAGMENT POSITIONS 


THROUGHOUT, COMPANY 


Canada UES As 


66% 11% 


Larger, multi-product firms 
nearly 100%. 


PROFESSIONAL DEVELOPMENT PROGRAMS FOR MANAGEMENT 


Canada UES A's 


49% 73% 


Larger, multi-product companies 
placing more emphasis. 


RATIO OF SUPERVISION TO DIRECT LABOR 


Canada USS. A. 

Less than 1 Supervisor 26% 21% 
per 20 direct labor 

Less than 1 Supervisor 34% 29% 
per 21-25 direct labor 

Less than 1 Supervisor 23% 36% 
per 26-35 direct labor 

Over 35 direct labor 17% 14% 


per Supervisor 


COMPANIES WITHOUT RESIDENT ENGINEERS OR FULL-TIME MECHANICS 


Canada U.S.A. 
Without Engineers 42% 14% 


Without Mechanics 17% 5% 


COMPANIES WITH REGULAR NIGHT SHIFTS 


Canada UES She 
Lik 23% 


eoue 


(Excluding 9% with night shifts 


in cutting only) 


AA. 


SEASONAL LAYOFFS 


15-30% of workforce for 


Over 30% of workforce for 
at least 2 months 


MANUFACTURING PERSONNEL COMPENSATION 


1) 


2) 


at least 2 months 


Supervisors 
(Forepeople) 


Below $180 per week 
$180-$250 per week 
$250-$300 per week 


Over $300 per week 


Mechanics 

Below $200 per week 
$200-$250 per week 
$250-$300 per week 


Over $300 per week 


Canada 


8% 


3% 


Canada 


11% 
91% 
22% 
16% 


4% 
36% 
28% 
32% 


17% 
50% 
16% 
17% 


BOT 


3) 


Engineers 

Below $12,000 per year 
$12,000-$15,000 per year 
$15 ,000-$20,000 per year 
$20,000-$25,000 per year 


Over $25,000 per year 


Plant Managers 

Below $15,000 per year 
$15,000-$20,000 per year 
$20 ,000-$25,000 per year 
$25 ,000-$30,000 per year 


Over $30,000 per year 


Canada 


24% 

6% 
35% 
17% 
18% 


3% 
23% 
40% 
27% 

7% 


Df 
45% 
39% 

6% 

5% 


5908 


TV. 
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MERCHANDISING - MARKETING - MANAGEMENT - INFORMATION 


A. RECENT ANNUAL SALES TRENDS (Dollar Volume 1974, 1975, 1976) 


Canada UeisiaAs 

Growing 67% 73% 

Stable 19% Ache 

Declining 14% 14% 
The firms not growing The firms not growing 
are mainly the small are concentrated among 
firms. They are evenly the large style oriented 
distributed among basic firms. 


to fashion houses and 


among all types of 


management. 


B. MAJOR COMPETITION 


Canada 
Menswear 5p 
Womenswear SY 


Childrenswear 67% 


Outerwear 43% 
Sleepwear 
Swimwear ays 
Underwear 


Canada 
Imports 


45% 
13% 
33% 
97% 


29% 


USe Ae 
he Syalato U.S.A, Imports 
13% 
82 % 18% 


Varies upon price range, 
product, company size, 
degree of style, brand 


awareness, etc. 


By 


FIRMS WHO EXPORT 


Canada UES eA 
Below 5% Total Volume Wie 5% 
Over 5% 23 9% 


Principal country 
is USA followed 
by Europe. 


SALES ACCOUNTS (A Chain with 55 Shipping Points = 1 Account) 


Canada Ue 

Range of Accounts 60-4 ,000 | 450-11 ,000 

Average Number of T3017 4,024 
Accounts 

Range of Sales per $171-$60 , 300 $770-$195 ,500 
Account 

Average Sales per $15,900 $25,997 
Account 


SALES PER SSTYLE) SHIPPED! (1 Style = 1 Construction in lybabric 


regardless of Colors and Sizes) 


Canada oy 
Overall Range $741-$288 ,400 $8 ,300-$833 ,000 
Overall meron $42 ,400 $96 5300 
Average of Moderate $32,700 $57,850 


Fashion and Diver- 
sified Product 
Firms Only 


aoe 


TOTAL STYLES SHIPPED PER YEAR (Across all Lines and Seasons) 


Canada UsSeA: 
Below 100 17% 5% 
101 - 200 20% 32% 
201 - 300 9% 11% 
301 - 400 9% 5% 
Over 400 45% 47% 


In both countries, the fashion oriented firms of course have 
more styles. In Canada, the smaller and larger firms both 
have the higher number of styles while in the U.S.A, the 
smaller firms sampled generally had fewer styles, thus 
maintaining a higher average sales per style than their 


Canadian counterparts. 


USE OF A DESIGNER OR CELEBRITY LABEL 


Canada UPS EA: 


19% : 27% 


IMPORT NO/OR VERY LITTLE PIECE GOODS 


Canada ULS cA: 


18% 86% 


Most imported fabrics come from U.S.A. 


PERCENT OF SALES SPENT ON ADVERTISING 


Canada UESek: 
0% 2 3% 32% 
Below 1% 40% 13% 
1 - 2% 20% 32% 
2 - 5% 14% 23% 
Over 5% 3% 0 


US As Indus. ty 
average approximate 
Te 


Oe 


PERCENT RETURNS (Companies with Data on Value of Returned 


Merchandise compared to Sales) 


Canada UE See 
Below .5% 25% 10% 
poe miersU 36% 19% 
es. Sy 29% 61% 


Over 5% 10% Oy 
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CUSTOMER SERVICE CONTROLS INFORMATION 


Lo7e 


Canada Ue Sah 
Good/Excellent: 61% Good/Excellent: 68% 
Pooryrair: 19% Poor/Fair: 14% 
Evenly distributed across all categories. 
MANAGEMENT CONTROLS INFORMATION 

Canada We SrA 
Good/Excellent: 53% Good/Excellent: 57% 
Poor/Fair: 31% POOr/ Pain: Clb 
Poorer companies generally Poorer companies distributed 
the smaller entrepreneurs. among all categories. 


FIRMS USING STANDARD COST SYSTEMS 


Canada eS hs 


25% 55 % 


Used more by larger firms. 


Loos 


PRE-SEASON PLANNING CONTROLS 


Canada USSiAn 
Good/Excellent: 51% Good/Excellent: 6/% 
Poor/Fair: 20% Poor/Fair: 14% 
Small firms have poorer Small fashion oriented firms 
controls. having poorer controls. 


PRODUCTION SCHEDULING CONTROLS 


Canada UsSeAe 
Good/Excellent: 58% Good/Excellent: 55% 
Poor/Fair: 250 Poor/Fair: 25% 
Fashion oriented entrepeneurs Poorer firms generally fashion 
having poorer procedures. oriented. 


FIRMS WITH DEPARTMENTAL BUDGETS 


Canada UZSeA 


50% 73% 


WEIGHTED AVERAGE NET SALES ON INTERNALLY MANUFACTURED 


MERCHANDISE PER EMPLOYEE 


Canada Ue 


$22 ,900 | $22 ,400 


Vi INDUSTRY IMAGE AND IMPORT STRATEGY 


A. IMAGE 


CANADA 


The Ontario industry 


has been instrumental 


in aiding the professional 


development of the only 
college level apparel 


school in Canada. 


Manitoba and Ontario 
manufacturers through 
their respective pro- 
vincial apparal asso- 
Ciations have developed 
and supported training 
courses and seminars for 
all levels of managerial 
personnel. The dress/ 
sportswear: segment of 
the Quebec through their 


association has offered 


ee 


Unie 


The industry has given 
financial and managerial 
assistance to the development 
and ongoing support of five 
college level apparel/textile 
schools. These have been 
supplying the industry with 
technically trained, competent, 
professional managers. Their 
influence, both at the in-plant 
and community level, has been 

a positive factor on the entire 


industry image. 


Some fifteen years ago, the 
industry developed a nationally 
sponsered and coordinated 
association (American Apparel 


Manufacturers Association) with 
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CANADA _ UESRAS 

professional development a full time professional 
courses to the middle Slahit.s ywiNdSeassociatlon, 
management level through its committees, has 
personnel. prepared and distributed 


considerable P.R. information 
including films throughout 


the American School system. 


3) The International Ladies 
Garment Workers Union has 
undertaken a national adver- 
tising campaign aimed at 


promoting the industry image. 


4) Major advertising campaigns 
of nationally accepted brand 
name firms have brought 
improved respectability to 


the industry. 


B. IMPORT STRATEGY 


1) 


CANADA 

The industry both in- i 
dividually and through 

its regional associations 

has brought considerable 
pressure to the govern- 

ment through briefs and 


some amount of publicity. 


Considerable efforts have 
been made, again individ- 
ually and through the 
regional associations, 

to make all levels of 
government representa- 
tives (M.P.'s through 

the Prime Minister) 

aware of the hardships 
caused by increasing 


levels of imports. 


Soy. 


U2 uAs 


The entire industry has 
mounted a coordinated and 
quantified attack on imports 
to the various levels of 
government through the 

A.A.M.A. Full time professional 
lobbying is sponsered by 


tenis Organization. 


Several national apparel 
unions have undertaken 
lobbying strategies against 
imports. Also, they have 
obtained considerable media 
publicity supporting their 
Stand against imports. Further 
they have effectively restrained 
member firms from importing 


certain categories of garments. 


VEE 
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KEY POINT SUMMARY AND COMMENTS 


Overall, the Canadian apparel industry compares favorably with its 
American counterpart. Improvements here in recent years have added 
obvious strength to the management information and controls areas 

of many Canadian manufacturers. Similarly, in several of the larger 
professionally managed firms, the latest in sophisticated technology 
was observed throughout all areas of the enterprise. Although more 

raw materials are imported here than in the states, the wages have 
escalated at a more rapid rate here; both of which affect total costs - 
thus sales volume, Canada has experienced a much more rapid growth in 


the sales per employee (sometimes used as a measure of productivity). 


The industries of both countries have areas where improvement should 
be sought. In Canada, relatively few firms appear to be taking 
advantage of the often substantial improvements attainable through 
basic engineering. Such items, as work trays, personnel trained 

in work simplification (working smarter - not harder) rolling trucks, 
relatively inexpensive thread cutting attachments, etc. were far too 
scarce here. Larger pieces of semi-automatic machinery were observed 
in many firms which had not first achieved the rather substantial 
Savings to be realized from methods engineering with their present 


equipment. 


aires 


Also, the highly lucrative area of formal material utilization 

controls receives too little attention. The total cost of materials 
far exceeds the total cost of labor in apparel firms and it is often 
relatively easy to reduce material eoneuetion by three to six percent 
with proper systems and controls. The opportunities for cost reduction 


e 


in this area deserve concerted attention by Canadian manufacturers. 


In summary, however, even with its smaller markets and heavier 
concentration of entrepreneur controlled smaller firms, the Canadian 
apparel industry has made major strides and given time, has every 
indication of maturing in its sophistication to a very comparable 


level with its American counterpart. 


The following points broadly summarize the principal findings of 


this study. 


A. Industry-wide, the average American apparel firm employs some 
seventy percent more people than their Gayedian counterparts. 
Probably due to a more open recent immigration policy on the 
part of Canada, many of the firms sampled in Canada were led 


by their original founders (entrepreneurs). 


Analysis of many of the factors relating to apparel manufacturing 
indicated that the better aspects of firms in both countries 


were more often observed in the larger, "established corporations". 


= j= 


Operating criteria evaluations of the professionally managed 


firms in both countries showed them to be closely comparable. 


While no effort was made in the sampling procedures to select 
firms on a style basis, analysis by style content of the firms 
indicated that the majority of firms in both countries are 
stylesoriented. The degree of style content of the Canadian 


firms was somewhat higher. 


To adequately manage sales, scheduling, work-in-process, and 


customer service, the Canadian firms sampled had contols equal 


to the Americans. 


Fewer Canadian firms sampled experienced seasonal layoffs than 


the Americans Ss sel 
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More Canadians sampled were exporting than Americans. 


Compensation of management, staff, and operating personnel is 


higher in Canada, particularly in the direct labor area. 


The availability of labor does not appear to be a significant 


problem in either country at this time. 


Sole 


In the following areas, the total sample of American firms 
performed better than the total sample of the Canadians. 
Again, it must be stated that the larger Canadian firms 
performed better than the overall Canadian sample, and in 


some instances better than the American firms. 


- Use of labor saving attachments and automation 

- Overall operating personnel pace 

~ Piece goods utilization 

~ Formalized quality control 

- Formalized operator training 

~ Supervisory training 

- Use of professional development for staff personnel 
- Use of resident engineers 


- Use of budgets and standard costing techniques 


The average firm in both countries ships approximately the 
Same number of styles. This results in a significantly 
lower sales per style. Also, the sales per account are lower 


in Canada. 


These factors cause Canadian manufacturers to have fewer 
garments per cutting and offers less continuity to the 
operating personnel. Both of these factors adversely affect 


productivity. 
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The majority of Canadian firms import piece goods while 
relatively few of the American firms import. This causes 
increased lead times and inventories as well as higher costs. 
(Typically, forty to forty-five percent of sales volume is 


Spent on piece goods). 


The 1976 sales per employee of sampled firms were approximately 
equal: 

Canada - $ 22,900 

UESeA.- $e222400 


A previously made sampling ("Census of Manufacturers", Morton 
Research Corp., January 1972) showed the sales per employee 
FOVEILST livas: 

Canada - $ 13,000 

UES Aveo 1951.00 


If these samplings are at all comparable and indicative of the 
industry, Canada would appear to have improved its productivity 


in the apparel industry substantially during recent years. 


When the 1976 figures are adjusted to compensate for higher 
wages and fabric costs, the Canadian output per employee remains 


somewhat behind the U.S. This must follow due to lower sales 
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per style and account. To offset this situation, the main 

areas offering improvement potential appear to be in the 

areas of professional development for both management and 
Supervision, Sewing room engineering principles, and material 
utilization. However, this is more difficult for the typically 
smaller Canadian firms due to lack of economy of size. As the 
industry matures into more professionally managed companies, 
normal competitive attrition should tend to have an ameliorating 


effect over this area. 


More Canadian manufacturers feel their major competition comes 
from imports than in the case in the U.S. With some three 
times more of the Canadian market being comprised of imports, 


this appears to be a warranted concern. 


However, domestic productivity improvements may not be the 
total answer. A recently completed series of analysis by KSA 


covering jeans and trousers showed that on these garments 


- for well organized American manufacturers 


- including tariffs and other import related costs 


Baee 


- jit was economically advantageous to import from the 


Far East mostly because: 


(a) price advantages in fiber and therefore in 


fabric existed; 


(b) when the exporting country subsidized its 
exporter in some fashion; 


and not from fabrication price advantages alone. 


Therefore, on these products, it may not be the economics of 
fabrication which present the problems for American manufacturers, 
but the economic policies of the exporting countries with 


reference to hard currencies or jobs. 


MACHINERY SUPPLIERS» TO THE CLOTHING Appendix 8 
MANUFACTURING INDUSTRY 


One of the responsibilities of the Textile and Clothing Board 
is to review the plans of those industries which seek special 
measures of protection from imports. In the current clothing 
inquiry, a great deal of attention has been paid to technology, 
equipment and productivity. The Board has closely questioned 
Domgiwaetibers ,~6ana public and privace, NOtsonry tbhecausSesor -the 
BOdedwomODmtGalions tO doO—SoO, bul ja SOmbecalse OF vume As ErOng 
Opposing Opinions of consumer groups and others, who express 
@eUlbts eoout “Ehe, preductivity and=Viabilivtyeort Eheandustxry. 


AS indicated in Chapter V, the Board has taken a number of steps 
to determine in broad terms the productivity and efficiency of 
the Canadian apparel industry. One of these steps was a series 
of interviews conducted by a senior officer of the Board with 

a number of Canadian machinery suppliers to the industry. 

These interviews dealt with such subjects as plant moderniza- 
tion, the updating of equipment, and the suppliers' general 
views about the efforts of the Canadian clothing manufactur- 
ers to keep abreast of equipment developments. This appendix 
summarizes the results of those interviews. The machinery 
Suppliers visited were: 


American Sewing Machine Company - distributor of sewing equip- 
ment made by Rimoldi, a large European manufacturer of indus- 
trial sewing machines; distributor of specialized sewing equip- 
MemGmo Yau. Se Blind Stritch Mechine worporati1on, also supplies 
parts and attachments for these machines and sells other types 
of equipment as well as used sewing machines of all types. 


Ideal Equipment Company Limited - North American distributor 

Gis Neechi windustvuiraly sewing taechines, parts and attachments. 
The company has developed automated equipment adapted to Necchi 
machines, particularly for the manufacture of shirts. (Ideal 


and Necchi have formed a joint venture for the world-wide 
marketing of equipment developed and manufactured in Canada 
by Ideal.) 


Rubinstein Bros. Company Inc. = the largest Canadvan supplies 
of machinery of all @Qypes to the clothing industry, repre— 
senting over 150 equipment manufacturers. A subsidiary of 


Rubinstein manufactures and installs conveyor systems and 
Other material handling and storage equipment for the industry. 


singer Company (Of (Canada “himited, lndustcval bivistons edie. 


tributes the various types of Singer industrial sewing mach- 
ines as well as attachments and accessories for these mach- 
ines, and other types of equipment for the clothing industry. 


Union Special Machine Company - a subsidiary Of sonesofs tne 
largest United States manufacturers of industrial sewing mach- 
ines. The company offers over 600 different types of special- 
ized sewing machines, as well as parts and attachments for 
these. 


The above firms are by no means the only suppliers of equip- 
ment to the industry. There are several other machinery sup- 
pliers several of them of equal or greater importance than 
some Of the firms visited. It is considered however that 

the five firms visited have provided sufficient information 
to form a valid opinion of the degree to which the Canadian 
clothing industry makes use of modern equipment. 


There is a very close relationship between the machinery sup- 
pliers and the clothing manufacturing industry. 


The clothing manufacturers look to the machinery industry for 
updating of machinery, supply of new machines and accessories, 
and adaptation of equipment to any particular company's needs, 
depending on the product made. They also rely on suppliers, 
particularly the smaller clothing firms, for service both to 
the equipment itself, and for advice on the use and layout of 
such equipment. The business of supplying equipment to the 
clothing industry in Canada is highly competitive, and the 
machinery suppliers are very much aware that the quality and 
quantity of services they provide to the industry are just as 
important as the quality and quantity of the equipment they 
sell. The machinery suppliers are therefore closely linked 
with the clothing producers in the continual battle for modern- 
ization and increased productivity, company by company, to meet 
the competitive forces of domestic and imported products. 


The machinery companies visited considered that Canadian cloth- 
ing manufacturers were as progressive as, -- and in some cases 


more progresSive than, -- their counterparts in the United 
States and Europe. They felt that the Canadian clothing in- 
dustry was quick to adopt the latest developments in equipment 
and technology, wherever possible, particularly in the sewing 
operations. Due to the unsettled conditions of the latter 

part of 1976, they said there had been a slow down in machinery 
sales. 


As in all industrial sectors, the degree of modernization var- 
ies from company to company. The larger companies with well- 
equipped plants already in existence, and with greater resources, 
are the most receptive to new developments. This is not to say, 
however, that some of the smaller firms are not just as progres- 
Sive, but aS a general statement, smaller companies are less 
able to afford large capital investments. Sometimes companies 
considering new equipment find, after a cost-benefit study, 

that automation is not more cost-effective. 


Canadian machinery distributors say that while Canadian cloth- 
ing firms are progressive, they do not generally make whole- 
sale replacements, especially of large and expensive pieces of 
equipment, but tend to adopt improvements progressively, as 
resources are available. Machinery producers have recognized 
this and have developed modular equipment, particularly for 
specific sewing tasks; basic machines may accommodate a vari- 
ety of added parts and accessories. Some larger clothing 
companies have well-defined machinery replacement programs 
which they follow year by year. They tend to keep abreast at 
all times of the latest equipment available in order to meet 
competition world-wide. Smaller producers, on the other hand, 
may adapt more, when they are offered new equipment and parts 
by machinery distributors. 


Some of the sewing machine suppliers offer a service to cloth- 
ing manufacturers whereby a complete survey of equipment can 
be conducted within a plant, and recommendations can be of- 
fered for modernization, additions, and replacements to meet 
that company's specific need. 


The service given the garment makers by the machinery distri- 
butors is important; the smaller manufacturers especially de- 
pend upon the machinery distributors to provide replacement 
parts and to perform maintenance and repair work. Larger cloth- 
ing producers may have in-house maintenance crews and repair 
facilities, but the smaller the company is, the less likely 

is this resource available within the company itself. Small 
companies will usually call upon machinery suppliers for most 

of their repairs and adjustments. 


Obviously the type of product made determines the type of 
machinery used and to a large extent the degree of auto- 
mation which can be attained. Those plants which consist- 
ently produce garments of standard construction where the 
fashion content is° limited or 1s imherent.in the, tfabrics may 
WSE ed roreatrer degree om, aucLomacron..) UNecCONnt hast, — ehe muda nem 
thes fashion “content, or emphasis on quality, On yvarieuy of 
style in the items a plant makes, the less automation it 
will use. Highly-automated processes are used in plants 
which make men's shirts, underwear, foundation garments, swim- 
wear and men's suits. Goods produced with less automation 
include high fashion dresses and gowns such as wedding gowns, 
some women's sportswear, and some children's wear. Manu- 
facturers always use machines in part, even for high fashion 
and specialty goods, and companies are always looking for 
machinery to replace hand work. 


The equipment manufacturers have specialized to a great degree 
in various types of sewing machines, which are of course the 
basic mechanical requirement for making clothes. Some sewing 
machine companies have developed large varieties of highly 
specialized equipment to perform specific sewing operations. 
Other suppliers have developed attachments and accessories 
which are designed around a basic sewing machine, to simplify 
basic operations, such as thread cutters, needle positioners 
and pocket setters. There are even attachments which simulate 
hand=-stitching. 


Some Canadian firms are now using highly developed computer 


operations in the manufacture of clothing. Pattern grading and 
marking systems controlled by computer allow increased pro- 
quctivity. through meductions in tabrre loss... One Of stie tang 


est manufacturers in Canada has recently installed such a sys- 
tem designed to lay the cloth, mark the pattern, and cut the 
cloth with a laser beam, all under the control of a computer. 
There are few such highly sophisticated operations in North 
American industry. 


There are other machines, developed for use in the finishing 
of garments, such as automatic seam pressing machines, auto- 
matic "hand-stitching" machines for ornamental finish, special 
collar makers, and fuSing operations, commonly used in Canad- 
ian plants. Fusing has, in some plants, replaced a number of 
sewing operations, thus reducing the time required to make a 
Garment wa thout<diminishang ts iqiuadeary,; 


Modern material handling is another technological improvement 
which has been adopted on a large scale by Canadian clothing 

manufacturers. Automated conveyor systems have been installed 
in many manufacturing plants, eliminating the work involved in 


the older manual systems of boxes, crates and bundles. As 
these automated systems become more prevalent, more companies 
will enjoy orderly work “environments, flexibility and rapidity 
ioomancling their produet, asewell as better stock control. 


Shipping and storage systems have not been overlooked. Clothes 
Can be delivered on hangers, in their containers, ranged ac- 
Cording to size, ready for the retailer to place on raeks for 
the consumer. This is a service welcomed by retailers who 
benefit not only from labour savings, but also from the condi- 
thon Of Che product to be displayed . 


Although the study on machinery was relatively limited, and 
only the highlights have been discussed above, it can be con- 
cluded that for the’ most part, Canadian manufacturers are seek- 
ing out and utilizing improved methods and procedures to in- 


crease efficiency and productivity. Through replacement, adapt- 
ation, and updating of their equipment, they strive to be com- 
petitive in a modern world. In the opinion of machinery sup- 


pliers to the clothing manufacturers Canadian firms are as 
eager to be in the forefront with new equipment as manufacturers 
in the United States and Europe. 
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QUOTAS ON APPAREL IMPORTS Appendix 


Memorandum to Mr. Gordon Bennett, Chairman, 
fexewle ana.Clothing Board, Marchwz4, 2.1977 


At the end of the Board's public hearings, you asked inter- 
ested groups to provide you with a brief paper entailing 
"objective and practical solutions which, in the long term, 
will best serve the interests of Canada as a nation and not 
particular interests". You noted that you would expect us 
to employ a statesman-like approach. 


The following groups have engaged in a series of intensive 
consultations in an effort to develop a consensus on how to 
respond to your request: 


Tne Retail Council “of ‘Canada 

The Canadian Textile Importers Association 

Apparel Manufacturers Institute of Quebec 

Apparel Manufacturers Association of Ontario 

Manitoba Fashion Institute 

British Columbia Fashion and Needle Trade Association 
Centrale Des Syndicats Démocratiques 

United Textile Workers of America 

Amalgamated Clothing & Textile Workers Union of America 
International Ladies Garment Workers Union 

The Canadian Textiles Institute 


The task you set for us was not an easy one. After these 


discussions, the following points of consensus have emerged. 


The various points of consensus constitute recommendations 
LOuthe board. “Ftyshouldenotebe assumed@that “they meet 
fawiy the conceérnsv¥ofivany party =tovthese=discussions.. “The 
acceptance on the part of any participating Group of any 
individual section of these recommendations is contingent 
upon the development of an acceptable overall package. 


One of the underpinnings of the consensus is the establish- 
ment of a Technical Committee. This Technical Committee 
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would be a body of knowledgeable and informed people, repre- 
senting the major functional components of the textile and 
clothing industry - apparel and textile manufacturing, 
labour, importing and retailing. 


Members, Or representatives, of the Committee would meet as 
required, to develop input and to make recommendations to 
the Textile and Clothing Board. This would provides a pre— 
sitting of such input, hopefully leading to consensus. AG 
the very least, it would provide a forum for discussion 
within the industry sector and thus provide a reasoned view- 
point to the government rather than each self-interest group 
presenting a diversity of facts mixed with opinion and then 
leaving government agencies to sort it out. 


For administrative purposes, it is recommended that the 
Committee be composed of 12 people (3 apparel, 2 textile, 

1 union, 3 retailers and 3 importers). This would provide 
permanent points of contact. However, this is not intended 
to limit the body of expertise both within the industry and 
externally from which individuals can be drawn to consider 
topics as required. 


The functions of the Committee would include, but not be 
LIME ee Otace: 


a Estimation of the total market for clothing ona 
yearly basis. 


b Estimation of the work force and examination of 
progress towards attainment of the employment goal. 


c Recommending to government bodies, means and for- 
mats of gathering statistical data. 


d Analysis of product-line mix and interchangeability 
of goods. 


e Assessment of satisfaction of market demand. 


f Recommending modifications in product coverage and 
quota levels; product line: mix; -product ‘inter= 
changeability and market share formula, to meet 
changes in market requirements as they occur. 


g Development of product definitions as necessary. 


This Committee will operate in a spirit of constructive co- 
Operation on the basis of good faith with its main objective 


being to develop consensus which should not unreasonably 
be withheld. 


The undernoted points were discussed during these meetings. 
Pie sPOlNteS Of "COnSensus, In Comjunction with the afore- 
mentioned Technical Committee structure represent a packaged 
prams Navingwas 1ts purpose the orovision of an approprrate 
competitive framework to the domestic manufacturing sector, 
during a period to be utilized for the strengthening of its 
base and ensuring that the needs of the consumer are met. 


Meeouracl On OratmportrConeLol s 


The Retail Council of Canada, the Regional Apparel 
Manufacturers Associations, the Canadian Textiles 
Institute and the unions agree that import restric- 
trons should be antroducedsforsa ftive=year period 
beginning in 1977 with provision for a comprehensive 
review in 1980 to be complete by the middle of that 
year. 


ties fhe. OOS LE VOM elo tuna bares ernTCebons. SnoOuLdEbe 
introduced for a maximum period of 3 years beginning 

in 1977 with provision for a review before the end of 
eachivyear. “This would provide enough flexibility to 
rapidly adapt the control policy to changes in the 
Canadian consumer market or in the world market economy. 


Zeecountry (Coverage 


Imports of the apparel items in question should continue 
POube= SUD TECE cO piMpPOLt  ELcensi nd... sOuantt Cative plimita- 
tions for the period beyond 1977 need not apply to the 
developed countries. That is, licenses should be freely 
issued in respect of imports of apparel manufactured in 
WS ee eh. Ot, PE alae ee A naan; aAUS era la, “New eZealand 
and Israel. However, if the government considers that 
PeomraeeriatrOna le OlmmegatlOns Wirt! NOt Dermlit. ot co 
liberalize the current restrictions on this basis, the 
global restrictions should be continued rather than 
Sacbitice full Canadian control ‘over the quotas; which 
is essential to their effective implementation, with 
appropriate adjustments in the quota levels described 
Toeeacagraphsns. 


3 Base Level and Growth 


The Retail Council of Canada, the Regional Apparel 
Manufacturers Associations, the Canadian Textiles 
Institute and the unions agree that imports of apparel 
originating in the developing and state trading coun- 
Eres soe ami ted cthroudn 9/8" co tie level of importrs 
of the products concerned from the affected countries 


in 1975. They foresee no need to limit under these special 
measures of protection, growth or quantities of imports 
manufactured in the developed countries listed in the pre- 
vious paragraph. These groups agree that their common goal 
is to limit imports effectively so as to permit the return 
to 1975 employment levels. All participants expect this 
goal will be achieved prior to 1979. The Retail Council 
believes that there will be a need for a return to absolute 
growth in imports to meet consumer demand. Some of the 
other participants supported this view. The growth is ex- 
pected to take place at a rate equivalent to one-third of 
market growth. 


If it appears that the textile and apparel employment goal 
will not be attained before 1979, the matter will be re- 
ferred to the Technical Committee which will determine 
whether market conditions will require such import growth. 
If, on the other hand, the employment goal is achieved in 
1977, the 1978 level will be increased accordingly. 


Considering that global restriction is the best solution 
from both the economic and molreical (standpoints serie 

C.T.I.A. recommends that importers be allowed a full 1003 
of their 1975 level an absolute minimum, which in effect 


is a 10% increase over the present 1977 rate. Should any 
provisions be required for new market entrants, this figure 
should not be deducted from our performance. Provisions 


for new entrants should be ex-quota. This would allow for 
a rapid return to the 1975 domestic share of market and may 
allow for growth in employment. It is our general belief 
that an absolute growth in imports will be needed to meet 
consumer demand. The yearly review will provide the oppor- 
tunity to re-assess quota levels as needed. It is of para- 
mount importance to our membership companies at large, 
particularly the smaller and specialty importers dealing 

in a few commodities, that provision be made for a yearly 
increase of 10% annually from 1978 onward. For many of our 
members the alternative would be extreme hardship or closure. 


All parties agree that it is important to ensure that all 
importing entities make every effort to ensure the inter- 
ests of low wage earners are served. 


It iS -recognized that it will be-extremely difficult to 
envisage growth in imports in the most seriously affected 
categories. Those categories which have been identified 
to date are men's and boys' shirts, sweaters and outerwear. 
This provision also relates to mens seine .loehing. 


Admanistratzrvon o£ Quotas 


The Retail Council of Canada, the Regional Apparel Manu- 
facturers Associations, the Canadian Textiles Institute and 
the unions agree that quotas should be allocated and admin- 
istered in Canada. In accordance with our understanding of 
past practice, 10% of the quota should be reserved for new 
entrants. Country reserves should be established for Hong 
Kong, The Republic of Korea, Taiwan and The People's Repub- 
lic of China. The remainder of the quota should be placed 
into a basket where it can be utilized to import from any 
other restricted country. 


They strongly urge that entitlement to quota for 1978 be 
established on the basis of individual importers relative 
share in imports in each category during calendar year 1976, 
because this will ensure a participation in the import mar- 
ket which 1s closer to current participation patterns than 
exists under the interim quota regime. The quotas should 
not be issued on a use it or lose it basis. 


Tien er i Ae SELONGLY Objects. to any iLsolatron jiofeHong. Kong, 
Korea, Taiwan and The People's Republic of China. This free- 
dom for importers to buy from any country is absolutely 
essential. Considering our extreme quantitative limitations 
and compounded by the advance in value for duties in certain 
countries and their resulting loss of competitive advantage, 
it is absolutely imperative that the importer have complete 
aida cOtal tlexibility in buying: - consistent with changing 
world markets. 


Importers should be allowed to use their licenses globally 
both £o the, mutual advantage of the importer and. the .con- 
sumer. 


The C.T.I.A. further recommends that entitlement to quotas 
be established on the basis of individual importers' per- 
formances for each product category during the calendar 

year 1975, thus. avoiding, further market. disruption Un exist- 
ing marketing patterns and avoiding unnecessary administra- 
tive costs. This further serves to reduce imports by non- 
traditional importers to the advantage of domestic manu- 
facturing capability and employment. 


incer-Product, Plexabalivey 


to thelextent that any product. category is) under-utilized, 
individual importers may increase quota entitlements in 
other categories by up to seven percent on a non-cumulative 
basis. Such transfers are to be based on agreed conversion 
factors. While unutilized quota for outerwear, sweaters, 


men's and boys”® shirts and mens fine clothing may =be erane. 
ferred into other product areas, importers may not swing 
into the four aforementioned categories. This matter will 
be reviewed by the Technical Committee for thes1979 quota 
year and beyond. 


This provision is of a general. nature and it is recognized 
that there may arise exceptional and extraordinary circum- 
stances including the cases of small or specialty companies 
who import a limited number of categories, when these general 
rules should be modified. In these circumstances, cases 
shall be referred to the Technical Committee where they will 
be resolved with a minimum of delay. 


Quota Year 


The Canadian Textile Importers' Association, the Regional 
Apparel Manufacturers Associations, the Canadian Textiles 
Institute and the unions consider that quotas should be 
issued and administered on a calendar year basis. The Re- 
tail Council strongly recommends a quota year running from 
December 1 to November 30. The unions, the Regional Apparel 
Manufaqturers Associations and the Canadian Textiles Insti- 
tute are prepared to accept the introduction of a new quota 
year starting for 1979, that is, running from December 1, 
L978 to November 30, 2979.. It its understood “that the 19:76 
quota will be reduced by 8 1/3 percent since that period 
will be eleven months duration. 


Camry Over 


The Regional Apparel Manufacturers Associations, the Canad- 
ian Textiles Institute and the unions, notwithstanding the 
absence of any requirement in the M.F.A., are, in the con- 
text of an acceptable overall package, prepared to agree 
that individual importers be permitted to carry over up to 
5 percent of unutilized quota in each category from one 
quota year into the subsequent year in order to deal with 
shipping delays, etc. This carry-over is to be utilized 
during the first three months of the subsequent year. This 
is a general rule only, designed to provide importers with 
some flexibility. To accept greater carry-over could re- 
sult in an over-concentration of imports in a given market- 
ing period which could pose unacceptable risks to Canadian 
workers. 


The Retail Council and the Canadian Textile Importers Asso- 
ciation considers that the 5% carry-over should not be 
related to individual product entitlements but to an im- 
porters total entitlement... “They »ropose: this’ typeof 


flexibility because experience has shown that despite their 
earnest endeavours, a substantial percentage of deliveries 
arrive late and would not be covered by the manufacturers/ 
union proposal because of a large number of vagaries in the 
heket. Retailers, while keen to, match the, timing,oOf deliver-— 
ies to selling patterns, therefore feel that the very minimum 
acceptable is application of a 5 percent carry-over provision 
to importers total entitlements rather than to individual 
categories. These categories, or any category, may be very 
small for any one importer and thus inadequate. They fore- 
see no substantial injury to domestic trade. 


All groups agreed that cases of extraordinary and exceptional 
delays or commercial disruptions such as labour disputes and 
shipping irregularities should be referred to the Technical 
Committee for prompt resolution. 


Schedussing of Jmpor ts 


The Regional Apparel Manufacturers Associations, the Canadian 
Textiles Institute and the unions consider that quotas should 
be utilized in such a way as to ensure regular importation of 
merchandise throughout the year, preferably in roughly equal 
amounts each quarter. This general rule would, of course, be 
adjusted to take account of seasonal merchandise. We must 
CivyaecoOrmavVOld distress, selling which may disrupt che: production 
schedules of Canadian manufacturers. In order to keep costs 
and overheads down, we must try to maintain production at a 
steady level throughout the year. Surges in imports may cause 
factories to lie idle for some periods and result in heavy 
activity, short lead time situations at other times of the 
year. 


in the views: .0f the Retail, Council of -Canada, division, of 


quota by period is inappropriate. One of the most impor- 
tant aspects of retail and-wholesale control, affecting 
brome ty 1s sche Maximizationgot “turns. ,.Merchants 


attempt to keep their average stock level as low as pos- 
sible while at the same time providing sufficient choice 
to the customer. 


In order to satisfy these requirements, merchandise is 
ordered to arrive in stock as closely as possible to the 
anticipated selling period. It can readily be shown that 
for most products there is a peak in sales in spring and 
another at Christmas. Sales vary on a month-by-month 
basis and many items are affected by weather conditions 
and moving holidays. 


The suggestion that imports of non-seasonal merchandise 
could be brought in in roughly equal amounts by calendar 
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quarter, would force retailers and importers to carry higher 
inventory levels than would be consistent with sound econo- 

mic practice and would severely upset the carefully orches- 

trated balance between stocks and sales. “The market is, ue 

is submitted, discipline enough. 


the: Cer DL wA ., COncurs wlch: tie “Reta Comer mrtiat, cme ters 
should be granted on a yearly basis, and that all importers - 
whether they be retail importers, manufacturer-importers, 

or traditional importers - undertake to purchase their 
*requirements in a manner consistent with their customer 
demands. Any attempt to regulate this in any other manner 

is totally inconsistent with importing practice where de- 
lays and short shipments are inevitable. 


Product Exemptions 


The: G/T pivAw sposbevon is, that. to .protechrproduces wit ece— 
straints that are not manufactured in Canada is totally 
ludicrous and inconsistent with Canada's trade practices 
or the needs of our economy. 


The Regional Apparel Manufacturers Associations, the Cana- 
dian Textiles Institute and the unions, on the other hand, 
are of the firm view that the quotas are large enough to 
import those products which are not manufactured in Canada. 
The exemption of developed countries should minimize any 
difficulties in this area. 


The Regional Apparel Manufacturers Associations, the Cana- 
dian Textiles Institute, unions ‘and the Retazl-Council 
recognize that there remain some small volume specialty 

or ethnic products for which exemption will be recommended 
on a case-by-case basis by the Technical Committee. 


Quota entitlements should be announced as far in advance 
of the next quota period as possible. All parties to this 
memorandum urge that your report be presented to the Gov- 
ernment as early as possible and that it be dealt with by 
May LO;“1977" tox quotemyear 19/8.) rorysubsequent quowa 
years, quota entitlements should be announced during the 
first calendar quarter of the preceding year. 


(Note: this memorandum has been signed by officers of each 
of the groups listed below) 


The Retan! Council “ofrGanada 
‘The Canadian Textile Importers Association 
Apparel Manufacturers Institute of Quebec 


Apparel Manufacturers Association of Ontario 


Manitoba Fashion Institute 


Beleitsh Columbia Fashion 
and Needle Trade Association 


Centrale des Syndicats Démocratiques 
United Textile Workers of America 


Amalgamated Clothing & Textile Workers 
Union of America 


International Ladies Garment Workers Union 


Tie Canadian Textiles Institute 
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AN ANALYSIS OF PLANS SUBMITTED Appendix 10 
Bye DOMES LEC PRODUCERS 


During the course of the clothing inquiry the Board examined 
the plans submitted by manufacturers in the form of adjust- 
ments to the continued efficient development of their oper- 
aevonsmand .chesphasing out of dines’ of production, which had 
no prospect of becoming internationally competitive. The 
table below indicates the responses of some 300 manufacturers 
which were surveyed by the Board: 


Adjustment Plans Contemplated by Producers 


No Mes 
Capital Investment 41 83 
Upgrading Existing 
Quality BA, 105 
Add Some Product Lines 45 76 
Concentrate in Special- 
ized Lines 38 G2 
Upgrade Styling De 100 
Modernize Operations Sih 26 
Integrate Vertically 84 2) 
Utilize Professional 
Engineers 63 82 
Relocate Operations 78 BY) 


Ole: 


These companies were requested to provide details of specific 
plans to improve their operations. The following information 
was provided on investment and modernization plans for the 
near future: 


Financial Disbursements Contemplated by Producers 


Plant TmpEOvement $a 2104,,000 

Machinery and Equipment SZ USO 00 

Expansion S675. 10.00 

Ouality, Control 

(Computer Equipment) $° 38607000 : 
Designer $ 40,000 

Engineering Fees $ 5.7 00:0 

New Plant | $i2- 2697. O00 

Unspecified SL, 705., 0,00 


$8,387,000 


Of the 76 companies intending to add product lines, individ- 
ual responses indicated that the following specific lines 
would be required: svortswear, children's and juniors' wear, 
Slacks and T-shirts, ladies' outerwear, boys' wear, high qual- 
ity ladies' and young men's leisure wear. Companies respond- 
ing mentioned a variety of ways of accomplishing this end: 
franchise out their labels, introduce a new product line for 
a provincial market, become a licencee of an international 
fashion house to make Canadian apparel with the aid of inter- 
national styling and label appeal, and develop lines similar 
to those with proven market appeal for different age groups. 


With respect to those companies with plans to modernize and 
utilize professional expertise, the Board received specific 
details respecting planned introduction of computerized mark- 
ing and cutting, proposed hiring of engineers, studies to 

be instituted involving provincial research institutes and 
federal government expertise to streamline production lines. 


A few companies indicated plans for setting up branch plants 
in the United States to circumvent high American import 
duties and to overcome high Canadian labour costs. 


In addition to Submitting plans for adjustments in the nature 
of continued efficient development of their operations, 


a 


a number of companies indicated they were phasing out lines 
Suc lmac cl Sure: wear, «work; clothing, boys 'iwear, parkas, in-= 
fants' and children's wear and terry robes. The primary con- 
Sideration mentioned by Canadian producers in phasing out 
these lines was their failure to compete with low-cost imports. 
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Appendix 11 


Preieeuso OF CLOTHING SUBJECT TO BILATERAL 


NEGOTIATIONS 


for each 


COG@itetes owith which bilateral arrangements should be negotiated, 


SoOvwang tie Specitic clothing items, by control number, 


In accordance with Recommendation 2. 


GOUNLIY. 
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woven or knitted fabric, with tailored collar, front 


opening, and long or short sleeves. 


*Shirts, men's and boys', dress, work and sport, made from 


See next page for a description of the clothing items 


included in the above control numbers 


DESCRIPTION OF (CLG@TH ENG LiIsMss py CONROE 
NUMBER, EXTRACTED PROM. THE IMPORT CONTROL Lise 
as’ Of danviary 10, L977 (Export and Import Permics Act) 


Outerwear garments commonly referred to as 

(a) ‘'Snowsuits, Snowmobile suits, ski suits 
and ski pants, and 

(b) Jackets and vests, including parkas and 
ski jackets, that have an outer shell 
manufactured substantially from woven 
fabrics and that are lined and designed 
to protect the wearer against cold and 
inclement weather 


Pants, ‘including jeans, Stacks, shorts, overalls 
and coveralls 


Unstructured Or sleasuressuits , “including 
unstructured sports coats and blazers 


Blouses and ladies" ‘shirts, including T-shirts 
and sweat shirts 


Pyjamas and sleepwear 

Raincoats 

Sportswear, including dresses and co-ordinates 
Foundation garments 

Swimwear 

Underwear 


Top coats; overcoats and ‘outerjackets, including 
dutile coats, Suburban ‘cOatS and pant coats 


Men's finevsultsvand jackets, anciiding “sports 
coats and blazers 


Leather coats 


Men's and boys" shirts >) ineLudingw?—shirrts> and 
sweat shirts 


Sweaters, pullovers and cardigans 


Jota t LONAL. TEXTILE. POLLCY Appendix 12 


In the late 1960's a number of representations were received by 
the Federal government from the textile and clothing industries, 
from labour, and from provincial authorities, expressing the 
view that the government's approach to the problems faced by 
the industry was having less than satisfactory results. The 
industry's concern was centred mainly around the problem of | 
low-cost imports which, until the mid-60's, had been confined 
primarily to cotton products covered by the LTA. Following 
1965, the low-cost import problem had become much more complex, 
with the arrival into Canada from several low-cost Asian count- 
ries as well as Eastern Europe, of large quantities of products 
made from man-made fibres and blends of man-made and natural 
fibres, products which were not subject to the provisions of 
the LTA. The industry contended that, with rapid shifts 
occurring in the sources and composition of world textile trade, 
government action was too little and too late, and was causing 
Micertalnuy in the industry and creating difficulties form the 
firms which wanted to develop their future plans. Labour gene- 
rally supported the industry position. Provinces where textile 
and apparel production was an important segment of the economy 
also expressed considerable concern about the impact of low-cost 
imports on the textile and apparel industry. 


To help alleviate this serious problem, the industry recommended 
the establishment of a policy framework within which it could 
more effectively plan and fulfill its réle with a somewhat more 
Sacastactory, insight..into how it .should conduct its.activities. 
The industry was requesting the government not only to give a 
clear statement of its intention but to provide more effective 
measures against low-cost imports, including the imposition of 
controls on imports of low-cost textiles. The government, real- 
izing the significance of the problem, undertook to examine the 
impact on the textile and clothing industries of existing 


TORE 


mechanisms used to deal with problems concerning imports, and 

to study thie effects of polidiés and programs of other countaes, 
as well as examine recent developments regarding competition, 
market and technological changes. From this examination came 

the Nationdl) Yextile Policy of 19 70% 


Apart from domestic considerations there were a number of other 
factors which made the government's examination opportune. 

These included a review by the United States, the E.E.C., the 
United Kingdom, and Sweden, of their textile policies. These 
countries wanted to improve their efficiency and international 
competitiveness. The re-negotiation of the arrangement regard- 
ing International Trade in Cotton Textiles was due to start 
shortly, and in this context it appeared desirable that Canada's 
posture in these negotiations should take into account the long- 
term prospects for the development of the textile and apparel 
industry in Canada’. 


Until 1970, the government had relied on several mechanisms to 
deal with the problems the industry faced from imports. Actions 
taken had been designed primarily to provide protection against 
foreign competition, while allowing more gradual changes in the 
market and trading environment. The mechanisms used fell under 
four main headings, namely (1) the custom tariff, which had been 
the principal instrument used, (2) voluntary export restraints 
negotiated with the so-called 'low-cost' countries, (3) occasional 
Surtax measures and (4) innovation and adjustment assistance. 


The customs tariff protection accorded the textile and clothing 
industry was considered to be substantial. The government's 
policy had been to allow the free play of market forces within 
the confines set by the -tarzif structure in place at that “time. 
In the period 1945-1960, tariffs on textiles remained about the 
same as the pre-war level. Modest reductions resulting from the 
Original GATT negotiations had had little effect on the domestic 
industry. However, the granting of MFN treatment to Japan in 
1954, under the Agreement on Commerce concluded between Canada 
and that country, brought about a substantial change in trade 
between the two countries. Japan had geared up its textile out- 
put and was in a position to export sizeable quantities of tex- 
tiles into Canada, which they did. Coupled with this new devel- 
opment, the United States was left with excess capacity follow- 
ing cessation of hostilities in Korea, and this led to a resurg- 
ence of exports from the United States into Canada. The problems 
created by these developments were in part responsible for a 
major review of textile tariffs by the Tariff Board in 1957. 

The finding of that Board showed the industry to be in sound 
health financially and confined its recommendations mostly to 
removal of certain anomalies in the tariff structure and up- 
dating of nomenclature. 
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Thepxenneay Round concessions saw Canada grant tarniir reduct-— 
HenseOn textiles, Of abot es percentage points, reducing, the 
average imeudencesor ~the tavritt from about 24, percent to 21 
Percent. 


With regard to voluntary export restraints, Canada, since the 
late 1950's, had been relying on negotiated restraint arrange- 
ments as special protection against low-cost imports, which 
were cauSing or threatening to cause disruption in the domestic 
Maeket, TOrescveralmprocucte Groups, including Lextiles. fhe 
objective was to have the supplying countries recognize the 
need to develop their sales to Canada in an orderly fashion, 
PnmOrdeh ston avola situations which would cause Canada to take 
more restrictive action. Restraint levels were based on past 
performance, with the provision for annual increments where 
conditions permitted. 


AomiiipObto Ob synthetics and blended products continued to 
increase, the government in the late 1960's had to negotiate 
satisfactory levels of imports before they reached damaging 
levers. ity addvtion, as the number of low-cost Suppliers grew, 
we beCcattewmecessSary, to: add. products! to restraint lists.. With 
PicmInCtecscolil thes numoer Of, low-cost countries: havang 
Voluntary Export Restraints arrangements with Canada, the 
(ueselOne also: aLOSse Concerning the abilaty of these, countries 
to administer adequately the agreed restraint levels. In some 
cases, it was discovered that overshipments had occurred, 
resulting in the agreed level being surpassed. It was also 
eno ledmeialatLne Negotiation, Or re-negotliation, Of existing 
AGEANGEMeNts WaS OLten protracted, resulting in damage to ‘the 
industry before the implementation of the arrangements could 
Cak@nerLleect = Ihe Industry indicated that, the uncertains&y, 
Concerning both the levels of restraint during any ;specit ic 


period as well as the overall thrust of the low-cost import. 
DOIG Ww eWas NO tPCOnduciverto the andustny se longpterm@e planning. 


Utner measures used to cope with import problems inciuaea the 
UsewOLea muGtax, and Provisions Of other AGts concerning val-— 
UsgeVvon wand taritt application. 


Tieweun a woumente anew Che thes testi Verand, cCLothing gi ndusery Oper= 
Seed wacmel son Imimluenced bywa mumber, OL Other government meas— 
mresedecigqned to assist the Canadian industry generally in 
adjusting and becoming more competitive. These measures included 
Manpower programs, the General Adjustment Assistances) rogram ganic 
regional development incentives. 


The exiSting mechanisms, applied in ad hoc manner, had served 
to foster some adjustment to changing market conditions and 
to prevent serious disruption in the textile and clothing 
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industry, but Tt Was aiow becoming increasingly “apparent. cuae 
these mechanisms needed to be re-examined in the light of rap- 
idly changing market conditions to see if they still offered a 
sound basis for long-term development of the industry. 


As a result of its examination, the Federal government decided 
to develop a long-term policy having as its principal objective 
the creation of an environment within which the Canadian textile 
and clothing industries could better develop and better plan 
their activities, in the context of he challenges jo. seine 
1970's. It was hoped the textile industry would achieve optimum 
potential and maximum contribution to the Canadian economy with 
a reasonable degree of certainty, while at the same time the 
policy was. to take into full account, the complex, range oF 
Canadian interests, both domestic and international. 


THE “197-0 NATIONAL TEXTILE POmLCY 


The new policy was designed to cope with the problem of low-cost 
imports by creating formal procedures to investigate the effect 
of imports on the domestic industry and recommend protective 
action should this be required. It was also to provide industry 
with positive inducements for increasing efficiency, in order to 
be able to meet international competition in the market in Canada, 
while ensuring that the adjustment process would not mean serious 
dislocations for either companies or workers. The government 
hoped that this protection would enable the industry to adjust 

to the world market, so that the industry could carry on with 
Cari tt protection, Ou.Ly. 


The government made no advance commitment about providing spec- 
ial protection. It indicated, however, that it was prepared 

in cases of Serious injury or threat: of injury from “low-cost ' 
countries, to accord specialPprotection® ~“*fhis special action 
would be unilateral when necessary, and would be taken in order 
to facilitate adjustment, or to strengthen potentially strong 
lines of production. This special protection would be kept un- 
der review, and the government would consider the possible eff- 
ects on consumers of protection measures. 


In implementing the policy it was made clear that there would be 
no measures applied to ensure the maintenance of lines of prod- 
uction that have no prospects of becoming competitive with for- 
eign goods in the Canadian market. The industry was expected 

to phase out the least competitive lines and concentrate on 
those lines with the highest competitive potential. 


Inethys connection Tt was) ecansidered, that thes textile and. clLoth— 


ing industry had made significant adjustments, and companies 
were as efficient technologically as those of any other country, 
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including low-cost countries, and capable of competing with 
producers in other western economies. 


At the same time it was recognized that because of the small 
domestic market, full competitiveness in many products would 
only be achieved if the world textile trade were liberalized. 
While prospects for liberalization did not appear promising at 
that time, Canada was prepared to join with other countries in 
Crrorces towards this end, including a reduction o£. textile 
tariffs. In the meantime, the industries were to improve their 
competitiveness to the point where they could take advantage of 
any export opportunities. 


The government recognized that two factors would have to be 
tanen=intoraccount: i the impact of the economic stability of 
the country on employment since plants tend to be located in 
areas of high unemployment, and the effect on regional develop- 
ment. 


The policy contained four mechanisms to achieve its objectives: 


1 Formal mechanism to determine injury, to examine 
plans, and to make recommendations - this is the 
Textile and Clothing Board 


2 Commercial policy measures concerning the regul- 
ation OL EIMmpOres 


3 Manpower support measures 


4 Industrial technology and export development 
measures 


The principal new feature of the policy was the creation of the 
Textile and Clothing Board, a body to assist in- implementing 
the objectives of the policy. The Board was established by an 
Oraecgern Counci! “in 970.) and was.contirmed by-.Biddec=-215,. the 
Textile and Clothing Board Act of 1971. The Board does not ad- 
Minister programs, but has the responsibility to: 


Examine problems of the textile and clothing industry 
melrating to) threat from imports 


Recommend to government appropriate measures of special 
protection 


Keep all measures of 'low-cost' protection under review, 


modifying where necessary; review progress of industry's 
adjustment and anticipate adverse developments 
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In making its recommendations, the Board must take into con- 
sideration ‘the, following factors: 


Relevant manpower and regional considerations 
Relevant international agreements (the GATT, the ITA) 


Probable effects of proposed recommendations 
on consumers 


Conditions prevailing in international textile 
trade 


THE BOARD'S EXPERIENCE IN THE IMPLEMENTATION 
OF THE. TEXTE POL EeY 


The Board considers that the policy has been workable in deal- 
ing with low-cost problems in the past; however, with the 
rapidly -—changingscondi ions internationally ,. the=eoard 
considers that the degree of certainty in the environment has 
not yet been achieved. 


In 1970 the government believed that increased technology em- 
phasis on style and design, and new synthetic yarns and fabrics, 
would combine to make Canadian suppliers more competitive, and 
would counteract the advantage held by low-cost producers. 
Canadian manufacturers faced the need to specialize, however, 
and to convert to new processes and products, while upgrading 
style and design. They also had to expand their export trade. 


The advantages held by low-cost producers have not diminished, 
however. Rather, the pressure from low-cost imports has increas- 
ed, and: they are no Longer confined to standard types Of produces: 
Through mobility of capital and technology, especially for the 
Maniac eenoer slob ing, low-cost countries now export, hign 
quality items. Importers have been able to take advantage of 

air cargo technology, and can respond quickly to demands by the 
Canadianiconsumers, as -welll@as those of Other. countries. © ine 
present world trading environment makes any change unlikely in 
the foreseeable future. 


fa wWarrying out adits mandate,” the Board has also been contronted 
with a number of problems regarding industry planning. The 

Act requires firms to file plans of adjustments with the Board, 
describing the product lines which will be developed, or phased 
out, in order to increase their ability to compete with imports. 
But the Board's experience has been that some firms are reluc- 
tant to make important medium to long-term investments without 
eaesurance of alvmarker Dor their product. 
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A SUMMARY OF VIEWS EXPRESSED TO THE BOARD IN RECENT HEARINGS 


Manuracturers, retarlers, importers, labour and consumers eéx- 
pressed their views to the Board on the policy and its appli- 
cation, in the recent hearings. 


Manufacturers saw the principal objective of the policy as the 
creation of an atmosphere of certainty for investors, and as 

a means to obtain a reasonable share of the market, and for 

this reason they see import quotas as necessary. They are crit- 
ical of the policy because it manifestly has not achieved this 
goal, as is clear from the problems facing the industry today. 
Unions also see import restraints as necessary. They argue that 
because of high imports, the industry employed 75,000 workers 
Hess eine) Or atlane ie Could nave done sy. They .also.-claim:that 
there is little difference in output per manhour in Canada from 
other countries, but because technology can be moved easily, 
increased efficiency on the part of Canadian manufacturers will 
not be sufficient to make Canadian producers competitive on the 
world market. 


The Consumers' Association believes the Textile Policy to have 
three areas of concern: protection, viability of Canadian prod- 
ucts, and adjustment of the Canadian industry to increased eff- 
iciency levels. The Association concludes that the Board has 
emphasized protection at the expense of the other two, and is 
critical of the burden placed on the consumer from restraint 
Pueteeti on. They conclude that on the. price and, supply, effects 
S@eauOra restraints”... the costs: to consumers. of widely expanded 
restraints on clothing imports will be inordinately high and 
these costs will bear most heavily on low-income families". 


The Canadian Textile Importers" Association is critical of the 
policy because it nas not brought about the 'long-promised 
improvements’ to the apparel industry. 


Retailers generally agree with the consumers' spokesman that 
the Board has allowed the protectionist measures to dominate, 
Pac ae nN GaOut scene -podcy . 


Many criticisms were levelled at the administration of the pol- 
icy. The primary sector of the manufacturers said the decline 
in their share of the market, and the resulting malaise, were 
the direct result of the ineffectual, indecisive and lethargic 
manner in which the policy has been implemented. In addition 
to this general problem, the manufacturers see three areas of 
administration which militate against an effective policy: 

(1) the Board's selective commodity-and-country approach; 

(Aye che ones Vear /duration,.Of protectaon,jrand: (3),:the Board's 
tendency to remove restraints or refrain from recommending new 
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ones on short-term market considerations. Other sectors of 
the textile and clothing industry, consumers, retailers, and 
importers, had opinions on these subjects as well. 


THE BOARD'S SELECTIVE COMMODITY-AND-COUNTRY APPROACH 


Manufacturers compare the Board's approach with the United 
States' practice of negotiating agreements with low-cost expor- 
ters in which yarns, fabrics and garments are included. They 
view the Board's deliberations in dealing with specific prod- 
ucts from particular countries as being piece-meal. They argue 
Canada's approach has fostered the practice among manufacturers 
of importing, and has ignored the systematic upgrading of 
Canadian raw materials. 


The unions also state that the rapid increase of imports over a 
broad range of products suggests the need for a new approach to 
import controls, one which is not so narrow. The Centrale des 
Syndicats Démocratiques (CSD) contends the Board has interpre- 
ted its mandate as a narrow, 'case-by-case' approach to industry 
problems. ..fhe iCSD points out that the policy provided for ca 
phasing-out of uncompetitive lines, and acceleration in product 
lines which could be competitive. They feel the 'case-by-case' 
approach hinders the Board from arriving at a conclusion as to 
whether a particular commodity is in fact uncompetitive. 


On the other hand, the textile importers and retailers 
represented by their respective associations,have generally 
favoured the more limited restraints. They argue such protec- 
tion should not be an end in itself, but should be a means, and 
a temporary means, to the protection of the viable segments of 
the industry. The importers agree that quotas are reasonable 
where threat of injury actually exists, and can be demonstrated, 
and they -aa@de cat “these ‘controls, should be global, 


THE ONE-YEAR, DURATION. OF PROTECTION 


Primary manufacturers are critical of what they see as the 
Board's interpretation of Section 19 of the Textile and Cloth- 
ing Board Act. They say the procedure of annual reviews by 
the Board of their findings gives the industry only one year 
of protection on which it must base its investment decisions. 
They note some exceptions. 


Clothing manufacturers also complain of the short term of 
protection, and call for an orderly marketing system which 

would allow five-year planning periods. They argue that this 
would create the certainty of market desired, and would increase 
their ability to become more competitive, and would also aid 

the other sectors of the clothing business -‘importers, unions, 
retailers - as well as the consumer. 
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The unions also want longer periods of protection, and also 
complain that under the present one-year review system, cer- 
tainty is not provided. They point to the United States' app- 
roach of three to five year periods of protection. In con- 
Sidering quotas specifically, other unions pointed out that it 
is essential to assure that shipments into Canada are properly 
spaced, to minimize disruption, and they suggest quotas ona 
quarterly basis. 


Retailers and importers agree on six-month quotas for some items, 
but quotas on an annual basis for other commodities. They claim 
they would find any shorter quotas disruptive. 


BOARD'S TENDENCY TO REMOVE RESTRAINTS, IMPOSE RESTRAINTS, OR 
REFRAIN FROM RECOMMENDING RESTRAINTS, BASED ON SHORT-TERM 
CONSIDERATIONS 


The primary industry suggests that medium-term market consider- 
ations should be a part of the Board's recommendations. 


The CSD shares this view, and argues the example of the removal 
of restraints on nylon cloth from Korea, in 1974. They claim 
the Board realized subsequently that this was a mistake, but 
that when quotas were re-established in late 1974 three times 
the regular volume of nylon cloth allowed under restrictions 
had already entered Canada. According to the CSD, if the Board 
had taken a longer view, the restraints would never have been 
lifted. 


What do the various sectors of the textile and clothing 
business in Canada want? Again, there is no unanimity, but 
the manufacturers, retailers, importers and consumers all 
express vigorous views. 


The primary industry wants to see more evidence that the Text- 
ile Policy's objectives are going to be met. They want no long 
delays which now result from the laborious procedures followed; 
e.g. the routines the Board follows in arriving at its findings, 
and in making its recommendations, and the deliberations by the 
government before making a decision, and implementing it. Man- 
ufacturers in both the primary and secondary sectors want prov- 
isions for the negotiation of selective and long-term bilateral 
agreements which would cover imports from yarns through to gar- 
ments. They state that such agreements would not hinder Canada's 
international obligations. 


They also felt that import permits were being issued without 
careful consideration of restraint levels that may be in place, 
and asked for a tightening of the administration of import per- 
mits. 
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The unions made several proposals. They share the manufactur- 
ers' desire for fewer delays, and would like to see the Board's 
recommendations remain unaltered. They believe such modifica- 
tions harm the Board's credibility. Together with the manu- 
facturers,.the unions believe that many Of the present proce= 
dural delays could be avoided, referring in particular to the 
time taken to review the Board's report by the Interdepartmen- 
tal Committee on Low-Cost Imports. 


The unions would also like to see more up-to-date statistical 
information made available. Improved garment identification, 
proper reporting of imports, and better identification of the 
true country of origin of the goods. 


The CSD states that the government has not made use of all the 
provisions available to it under the international rules, and 
urges it to do so. 


The unions are not of one mind concerning the rationalization 
of the industry. The CSD accepts the policy's objective of a 
progressive withdrawal from non-competitive lines, and wants to 
see a less narrow, ‘'case-by-case' approach in administering the 
policy. 


Some unions point out that there is little difference in output 
per manhour here, from other countries with textile industries, 
and since technology and capital are mobile, and entrepreneurs 
can make use of internationally-oriented management consultants, 
firms everywhere can furnish their plants with the latest equip- 
ment, and the most sophisticated methods. Consequently, Cana- 
dians are no different from producers abroad, and cannot 
possibly compete with foreign suppliers whose labour costs are 
lower, on the basis of increased efficiency. 


The retailers want better market data, and better supply-source 
information, so that any protective measures the government 
adopts can reflect the true supply and demand picture. They 
suggest, the. Board. should carry out or ‘commisstonma Study, ion 
Canadian markets for particular commodities at specific prices. 
They want to see this matched with information about what the 
Canadian industry can actually supply, and want to have the 
confidence that any protection reflects this situation. 


The Canadian Textile Importers' Association argues that since 
the present policy has not brought about the improvements pro- 
mised, the solution now is not more protection, but rather, a 
more efficient clothing industry. They are not opposed to res- 
traint measures to protect truly viable products, but wish these 
measures to be considered temporary, and want to see industry 
rationalized during this temporary period, including (1) 
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iawuisactcuring Operatvons, (2) product mix, and (3) marketing 
strategies. 


The Canadian Consumers' Association wants the whole policy 
reviewed. It believes that protection has wholly overshadowed 
the other objectives of the policy -- the viability of identi- 
fied product lines, and the adjustment of the industry to meet 
competition -- and it suggests this will not only have a nega- 
tive effect on the consumer, but also on the manufacturing 
sector itself. 


CONCLUSIONS 


The Textile Policy has existed for six years. During this time 
the Board has examined many segments of the industry and has 
made recommendations for restraint action in a number of cases 
in order to assist producers experiencing injury from imports, 
particularly imports from low-cost countries. 


The Board considers that the policy represented a reasonable 
and workable compromise, particularly in the earlier years of 
its existence, but that in the past two years low-cost 
producers can compete over the full range of Canadian produc- 
tion. This situation has cauSed increasing threat and actual 
injury, and in November the government took emergency action 
by imposing global import controls on a broad range of wearing 
apparel. 

The industry has continued to express its deep concern that 
the use of a selective and short-term approach, subject to 
annual review and based on short-term considerations, has 
greatly impeded the government from achieving the objectives 
of the policy in creating the certainty needed by industry to 
develop in an efficient and competitive manner. In this 
regard, it has also stressed its concern at what it sees as 
the failure of government to administer the policy in a more 
decisive and forward-looking manner. 


There has been considerable dissatisfaction expressed at the 
delays in implementing the Board's recommendations; delays 
which, according to industry, have weakened the effectiveness 
of its recommendations when they are finally implemented. The 
Board iS aware that under the Textile and Clothing Board Act 
the final decision regarding implementation rests with the 
government. However, it iS concerned that delays can cause 
hardship to the industry. The Board considers that these 
administrative delays can be overcome by a timetable within 
which action on Board reports should be completed by departmen- 
tal officials and members of the Interdepartmental Committee 
on Low-Cost Imports for onward transmission to the Minister. 
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